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CIVIL AERONAUTICS ACT AMENDMENTS OF 1955 


TUESDAY, APRIL 26, 1955 


Unirep States SENATE, 
COMMITTEE ON INTERSTATE AND FoREIGN COMMERCE, 
SUBCOMMITTEE ON AVIATION, 
Washington, D.C. 


The subcommittee met, pursuant to notice, at 10:05 a. m., in room 
G-16, United States Capitol, Senator A. S. Mike Monroney (chair- 
man of the subcommittee) presiding. 

Present: Senators Monroney (presiding), Bible, Schoeppel, and 
Payne. 

Professional staff member assigned to this hearing: Edward C. 
Sweeney, aviation counsel. 


Senator Monroney. The Subcommittee on Civil Aviation will be in 
order. 

There will be inserted in the record at this point the bills under con 
sideration... 1119, with amendments, by Senator Magnuson, and 
S. 308, by Senator Bricker. 

(The bills referred to above are as follows :) 


84rn CONGRESS S. 308 


1st SESSION 
IN THE SENATE OF THE UNITED STATES 
JANUARY 11, 1955 ‘ 
Mr. Bricker introduced the following bill; which was read twice and referred 
to the Committee on Interstate and Foreign Commerce 


To amend the Civil Aeronautics Act of 1988, as amended, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Civil Aero 
nautics Act of 1955”. 

Sec. 2. Paragraph (2) of section 1 of the Civil Aeronautics Aet of 1938, as 
amended, is further amended by striking out the proviso and inserting a new 
proviso as follows: “Provided, That (a) the Board may by order relieve air 
carriers who are not directly engaged in the operation of aircraft in air trans 
portation from the provisions of this Act to the extent and for such periods as 
may be in the public interest, and (b) That the provisions of title IV of this 
Act shall not be applicable to any air carrier engaged exclusively in commerce 
between places within a single State”. 

Sec. 3. Paragraph (3) of section 1 of the Civil Aeronautics Act of 1938, as 
amended, is hereby stricken and paragraphs numbered (4), (5), and (6) are 
changed to (3), (4), and (5) respectively. 


1 
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Sec. 4. Paragraph (4) of section 1 of the Civil Aer nautiecs Act of 1938, as 
amended, is hereby amended to insert after the phrase “an engine” the phrase 
“or propulsion device”. 

Sec. 5. Paragraph (5) of section 1 of the Civil Aeronautics Act of 1938, as 
amended, is amended to read as follows: 

“(5) ‘Airman’ means any individual who engages, as the person in command 
or as pilot, mechanic, or member of the crew, in the nay igation of aircraft while 
under way; and (except to the extent the Civil Aeronautics Board may other 
wise provide with respect to individuals employed outside the United States or 
mechanics employed by a certificated repair station, by a certificated air carrier 
in its maintenance or repair shops, or by a manufacturer of aircraft, aircraft 
engines, propellers, or appliances) any individual who is directly in charge of the 
inspection, maintenance, overhauling, or repair of aircraft, aircraft engines, 
propellers, or appliances; and any individual who serves in the capacity of air- 
craft dispatcher or air-traflic control-tower operator.” 

Sec. 6. Section 1 of the Civil Aeronautics Act of 1988, as amended, is amended 
by inserting after paragraph (5) thereof new paragraphs, as follows: 

“(6) ‘Air contractor’ means any citizen of the United States who undertakes, 
whether directly or indirectly, or by lease or any other arrangement, to engage 
in air contract service: Provided, That the provisions of title IV—A of this Act 
shall not be applicable to any air contractor engaged exclusively in commerce 
between places W ithin a single State. 

“(7) ‘Air contract service’ means interstate, overseas, or foreign air contract 
service. ‘Interstate air contract service’, ‘overseas air contract service’ and 
‘foreign air contract service’, respectively, mean the carriage under individual 
contracts or agreements (otherwise than in air transportation) by aircraft 
of persons or property for compensation or hire in commerce between, respec- 
tively, 

“(a) a place in any State of the United States or the District of Columbia 
and a place in any other State of the United States or the District of Co- 
lumbia; or places in the same State, Territory, or possession of the United 
States, or the District of Columbia ; 

“(b) a place in any State of the United States or the District*of Columbia 
or any place in a Territory or possession of the United States; or 9 place in 
a Territory or possession of the United States and a place in any other 
Territory or possession of the United States ; and 

“(c) a place in the United States and any place outside thereof ; 


whether such commerce moves wholly by aircraft or partly by aircraft ana 
partly by other forms of transportation. 

“(8) ‘Air navigation’ means the operation or navigation of aircraft in com- 
merce or otherwise (A) upon any airport in the United States or in the airspace 
over the United States, or (B) to or from any place in the United States whether 
or not through the airspace over the United States.’ 

Sec. 7. Section 1 of the Civil Aeronautics Act of 1938, as amended, is amended 
by changing the numbers of paragraphs (7) through (19) to (9) through (21), 
and by inserting after paragraph (21) a new paragraph as follows: 

“(99) ‘Foreign air contractor’ means any person not a citizen of the United 
States who undertakes, whether directly or indirectly, or by lease or any other 
arrangement, to engage in foreign air contract service.” 

Sec. 8. Paragraph 15 of section 1 of the Civil Aeronautics Act of 1938, as 
amended, is amended by striking out subparagraph (a) thereof and inserting in 
lieu thereof the following: “an individual who is a citizen or national of the 
United States or one of its possessions, or’’. 

Sec. 9. (a) Paragraph 18 of section 1 of the Civil Aeronautics Act of 1938, as 
amended, is amended to read as follows: 

“(18) ‘Federal airway’ means a portion of the navigable airspace of the 
United States identified by an area on the surface of the earth designated or 
approved by the Secretary of Commerce as suitable for navigation of aircraft 

“(b) The Civil Aeronautics Act of 1938, as amended, is amended by striking 
out the phrase ‘civil airway’ wherever that term appears and inserting in lieu 
thereof the phrase ‘Federal airway.’ ” 

Sec. 10. Section 1 of the Civil Aeronautics Act of 1938, as amended, is amended 
by striking out the two paragraphs defining interstate, overseas, and foreign 
air transportation, and interstate, overseas, and foreign air commerce and in- 
serting in lieu thereof a new paragraph, as follows: 





CIVIL AERONAUTICS ACT AMENDMENTS OF 1955 3 


mtd. 
air transportation,’ respectively, mean the carriage by aircraft of persons or 
property as a common carrier for compensation or hire, or the carriage of mai 
by aircraft, in commerce between, respectively 

“(a) a place in any State of the United States or the District of Colun 
bia, and a place in any other State of the United States, or the District of 
Columbia; or between places in the same State, Territory, or possession 
of the United States, or the District of Columbia : 

“(b) a place in any State of the United States, or the District of Colun 
bia, and any place in a Territory or possession of the United States; or 
between a place in a territory or possession of the United States, and a place 
in any other Territory or possession of the United States; and 

“(e) a place in the United States and any place outside thereof 

whether such commerce moves wholly by aircraft or partly by aircraft and partly 
by other forms of transportation.” 


“928 ‘Interstate air transportation’ ‘overseas air transportation,’ and “foreign 


Sk 11. Section 1 of the Civil Aeronautics Act of 1988, as amended, is 
amended by changing the number of the aragraph defining ( re O 
“(24)” and renumbering the remaining paragraphs of section 1 accordingly 

Sec. 12. Section 1 of the Civil Aeronautics Act of 1938, as amended umended 
by striking out paragraph (51) and inserting in lieu thereof a ne paragraph 


as follows: 
(31) ‘Possessions of the United States’ mean 
‘(a) the Commonwealth of Puerto Rico, notwithstanding the Act of Ju 


3, 1950 (64 Stat. 319), and the Act of July 38, 1952 (66 Stat. 827 
“(b) the Canal Zone, but nothing herein shall impair or affect the iris 


1 


diction which has heretofore been, or may hereafter be, granted to the Pre 
dent in respect to air navigation in the Canal Zone ; 

‘(c) the Trust Territory of the Pacific Islands, but nothing in tl Act 
shall be construed to imply that the United States claims or exe! es 


sovereignty over such trust territory ; and 
“(d) all other possesstwaes of the United States.” 


Sec. 13. Section 2 of the Civil Aeronautics Act of 1938 as amended, is amended 

by striking @7t paragraphs (e) and (f) of such section, and in ting in Jieu 
~ , »eftOF .¢ : ; 
thereof, jilowing new paragraphs: 

“vte) the regulation of air contract service in such manner as to a re 

the highest degree of safety therein, to meet the specialized needs of shippers 

for air contract service and to avoid the impairment of sound economic con 


ditions in air transportation ; 
“(f) the regulation of air navigation in such manner as to best promote 
its developmet and assure the highest degree of safety 
“(g7) the encouragement and development of civil aeronautics: an 
1.) the maintenance by the United States of the greatest possible influ 
ence at all times in world aviation.” 


Sec. 14. Section 3 of the Civil Aeronautics Act of 1938, as amends is amended 
by striking out the phrase “air commerce” and inserting in lieu thereot r 
navigation” 

Sec. 15. Subsection (b) of section 205 of the Civil Aeronautics Act of iS, 


as amended, is amended to read as follows: 


The Board is authorized to confer with or to hold joint hearings with representa 
States, Territories, and possessions, and po subdivisions thereof, in con 
nection with matters relating to the sound development of civil aeronaut 
The Board is authorized to confer with or to hold joint hearing with represent 
tives of the several States, Territories, and possessions, and political subd 
thereof, in connection with any matter arising under this Act within their 
respective jurisdictions, and to avail itself of the cooperation I ( ! I 
and facilities of such representatives as fully as may be practicable in the admin 
istration and enforecemnt of this Act.” 

Sec. 16. The Civil Aeronautics Act of 19838. as amended 





ing after section 310 thereof the following new section: 


“Airport Aerial Approach Protection Program 


“Sec. $11. (a) The Secretary of Commerce shall formulate, re . and keep 
up to date a nationwide program for the protection of the aerial approaches to 


airports. In the formulation and revision of such program the Secretary shall 
cooperate with the States, Territories, and possessions and their political sub- 
divisions, to the maximum extent he finds such cooperation feasible, in order 
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that the legal powers of the States, Territories, and possessions and their 
political subdivisions may be used in carrying out such parts of the program 
as properly may call for action by a State, Territory, possession, or political 
subdivision thereof. 

“(b) The Secretary of Commerce is authorized, within the limits of avail- 
able appropriations made by the Congress therefor, to make grants of funds to 
States, Territories, possessions, and their political subdivisions to enable them 
to carry out the purposes of the program formulated and revised pursuant to 
the provisions of subsection (a). Such grants shall be made in accordance with 
the conditions specified in section 303.” 

Sec. 17. Subsection (e) of section 401 of the Civil Aeronautics Act of 1938, 
as amended, is hereby amended by inserting at the end thereof a new paragraph 
as follows: 

“(3) If any applicant who makes application for a certificate within one 
hundred and twenty days after the enactment of this section shall show that, 
during a period beginning on the date sixty days prior to the enactment of this 
section and ending on the date of its application, it or its predecessor in interest 
was an air carrier (other than an air carrier furnishing air transportation 
exclusively by helicopter) continuously furnishing, within the continental limits 
of the United States, local or feeder transportation consisting of the carriage 
of persons, property, and mail under a temporary certificate of public convenience 
and necessity issued by the Board (except as to interruptions of service over 
which the applicant or its predecessors in interest have no control), the Board, 
if it finds— 

“(i) that the applicant is fit, willing, and able to perform such trans- 
portation properly and to conform with the provisions of this Act and the 
rules, regulations, and requirements of the Board hereunder ; and 

“(ii) that such transportation under the applicant’s temporary certificate 
has been required by the public convenience and necessity and is so required 
at the time of application ; 

shall, unless the service rendered by such applicant for such period was 
inadequate and inefficient, issue a certificate of’ anlimited duration authorizing 
such applicant to provide air transportation between the same terminal and 
intermediate points with respect to the same classes of traffic an@subject to 
the same terms and conditions which are contained in the applicant’S*semporary 
certificate as modified by subsequent Board orders in effect during such period.” 

Sec. 18. Subsection (f) of section 401 of the Civil Aeronautics Act of 1938, 
as amended, is amended by striking out the phrase “service to be rendered” 
in the first sentence thereof and inserting in lieu thereof the following phrase: 
“type and character of the service to be rendered”. 

Sec. 19. Subsection (h) of section 401 of the Civil Aeronautics Act of 1938, 
as amended is amended by inserting the figure “(1)” at the beginning of the sub- 
section and by inserting at the end thereof the following two paragraphs: 

“(2) The Board, upon petition or complaint or upon its own initiative, shall 
by order, entered after notice and hearing, suspend or revoke any certificate 
authorizing its holder to engage in air transportation if at any time it finds that 
the holder thereof is not a citizen of the United States: Provided, That the Board 
whenever it deems such action to be in the public interest, may postpone the 
effective date of such suspension or revocation for such period of time as it may 
deem necessary to permit the submission to and approval by the Board, and 
the consummation, of a plan or plans of reorganization of the holder designed 
to reestablish its status as a citizen. 

“(3) The Board, upon petition or complaint, or upon its own initiative, after 
notice and hearing, may by order require any air carrier to make reasonable 
extension of its exisiting service if the Board finds (a) that such extension is 
required by the public convenience and necessity or for the maintenance of 
cooperative relationships between the United States and any foreign country or 
otherwise to further national policy; (b) that the expense involved will not 
impair the ability of such air carrier to perform its duty to the public under its 
existing certificate or certificates; and (¢c) such extension will not duplicate an 
existing service by an air carrier. Any such order shall provide for such amend- 
ment of the certificate or certificates held by such air carrier as may be neces 
sary because of such extension: Provided, That if the Board requires any air 
carrier to extend its service in air transportation otherwise than between points 
in the continental United States (not including Alaska), it shall issue its order 
making such requirement only under such conditions as will assure to such 
carrier reasonable compensation for the service it is so required to perform.” 
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Sec. 20. Section 402 of the Civil Aeronautics Act of 1988, as amended, 
amended by adding a new subsection as follows : 


“Authority To Set Aside Rates, Fares, Charges, and Service 


“(i) The Board, after notice and hearing, may set aside or suspend any rate, 
fare, charge, or service in foreign air transportation of a foreign air carrier o1 
any classification, rule, regulation, or practice affecting such rate, fare, charge, 
or service, if it finds such action necessary in the public interest: and, during 
the pendency of such proceedings, may suspend any such rate, fare, charge, 
service, classification, rule, regulation, or practice.” 

Sec. 21. Subsection (a) of section 404 of the Civil Aeronautics Act of 1938, 
as amended, is amended by striking out the phrase “interstate and overseas.” 

Sec. 22. Section 406 of the Civil Aeronautics Act of 1938 is amended to read 
as follows: 


“PAYMENTS FOR TRANSPORTATION OF MAIL AND FOR ESSENTIAL AIR TRANSPORTATION 
“Rates for the Air Transportation of Mail 


“Sec. 406. (a) (1) Each air carrier holding a certificate authorizing the trans 
portation of mail by aircraft shall be paid for transportation of mail at a rate 
or rates established under paragraph (2) of this subsection. Such payment 
shall be considered to include payment for transportation of mail by an air car 
rier by other means than aircraft whenever transportation by such other means 
is incidental to such transportation of mail in air transportation or is made 
necessary by conditions of emergency arising from aircraft operation. In the 
computation of such payment a minimum weight of each mail dispatch to each 
point to which mail is dispatched shall be fixed by the Board after notice and 
hearing. Such payments shall be made by the Postmaster General from funds 
appropriated for the transportation of mail by aircraft. 

“(2) The Board is empowered and directed to determine and fix from time to 
time, after due notice and opportunity for hearing, fair and reasonable rates of 
compensation to be paid under paragraph (1) for the transportation of mail, the 
facilities used and useful for such transportation of mail and the services con- 
nected therewith; and considering thhe conditions peculiar to transportation by 
aircraft and to the particular air carrier or class of air carriers to prescribe the 
method or methods for ascertaining such rates of compensation by weight, space 
or distance, or otherwise, or any combination thereof, to fix different rates for 
different air carriers or classes of air carriers and different classes of service, 
and to publish the orders establishing such rates of compensation. In fixing rates 
for the foreign air transportation of mail the Board shall take into consideration 
among other factors the rates paid by the United States to foreign air carriers for 
similar service. Orders so made «nd published in proceedings under this para- 
graph shall continue in force until changed by the Board after due notice and 
opportunity for hearing. Thhe Board may fix different rates for different air 
carriers or classes of air carriers or different classes of service, or on the basis 
of any other reasonable classification of carriers, services, routes and route seg 
ments, or ay combination thereof. A proceeding under this paragraph may be 
begun upon the Board’s own initiative, upon petition of the Postmaster General, 
or upon petition of an air carrier with respect to the rate received by it. An order 
entered under this paragraph may be made effective as of any date, determined 
by the Board to be proper, which is (A) on or after the effective date of this 
amendatory paragraph, and (B) on or after the date on which the proceeding 
was commenced. 


“PROCEDURE AS TO RATES 


“(b) (1) Any petition for the determination or revision of rates under sub 
section (a) of this section shall include a statement of the rate the petitioner 
believes to be fair and reasonable. The Postmaster General shall introduce as 
part of the record in all proceedings under subsection (a) of this section a com 
prehensive statement of all service to be required of the air carrier and such 
other information in his possession as he deems, or as may be deemed by the 
Board, to be material to the inquiry. 

“(2) The Postmaster General is authorized to request the Board to obtain 
from any carrier certification for the transportation of mail, information neces 
sary for the performance of his duties with respect to the intiation of and par- 
ticipation in mail rate proceedings under subsection (a) of this section. 
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“(9 


(3) Thhe burden of proof in any proceeding under subsection (a) of this 
section which is initiated by petition shall be with the petitioner. 


“PAYMENTS TO FOREIGN AIR CARRIERS 


“(c) In any case where air transportation is performed between the United 
States and any foreign country, both by aircraft owned or operated by one or 
more air carriers holding a certificate under this title and by aircraft owned or 
operated by one or more foreign air carriers, the Postmaster General shall not 
pay to or for the account of any such foreign air carrier a rate of compensation 
for transporting mail by aircraft between the United States and such foreign 
country, which, in his opinion, will result (over such reasonable period as the 
Postmaster General may determine, taking account of exchange fluctuations and 
other factors) in such foreign air carrier receiving a higher rate of compensation 
for transporting such mail than such foreign country pays to air carriers for 
transporting its mail by aircraft between such foreign country and the United 
States, or receiving a higher rate of compensation for transporting such mail 
than a rate determined by the Postmaster General to be comparable to the rate 
such foreign country pays to air carriers for transporting its mail by aircraft 
between such foreign country and an intermediate country on the route of such 
air carrier between such foreign country and the United States 


“Weighing of Mail 

‘(d) The Postmaster General may weigh the mail transported by aircraft 
and make such computations for statistical and administrative purposes as may 
be required in the interest of the mail service. The Postmaster General is author- 
ized to employ such clerical and other assistance as may be required in connec- 
tion with proceedings under this Act. If the Board shall determine that it is 
necessary or advisable, in order to carry out the provisions of this Act, to have 
additional and more frequent weighing of the mails, the Postmaster General, 
upon request of the Board, shall provide theref@y in like manner, but such weigh- 
ing need not be for continuous periods of more than thirty days. 


“Subsidy Payments for Essential Air Transportation 


“(e) (1) The Board is empowered upon petition of any air carrier holding 
a certificate authorizing the transportation of mail in air transportation, and in 
the interest of encouraging the development of an air transport system properly 
adapted to the present and future needs of the foreign and domestic commerce 
of the United States, of the postal service, and of the national defense, after 
notice and opportunity for hearing, to make an offer or offers on behalf of the 
United States to such air carrier to make payment in such amounts as are nec- 
essary to enable such air carrier, under honest, economical, and efficient manage- 
ment, properly to perform the air transportation authorized by any certificate or 
certificates of public convenience and necessity held by such carrier. Such 
fer may be accepted by the air carrier concerned by agreeing, in the form and 
manner specified by the Board in the offer, (A) to continue to furnish the air 
transportation to which the offer relates for the term thereof, and (B) when 
directed by order, to repay to the United States any sum which the Board may 
find to be due and owing to the United States pursuant to paragraph (2) of this 
subsection. Such acceptance when filed with the Board, together with the offer 
to which it relates, shall constitute a binding contract between such carrier and 








ol 


the United States for the term specified in the offer, not less than three no more 
than seven years. Any such contract may be amended by consent of the parties 
at any time. Payments by the Board under this subsection shall be made out of 
funds appropriated to the Board for this purpose. Each petition filed under this 
subsection shall state in detail the amount of payments the petitioner needs in 
order to effect the purpose of this subsection, and the petitioner shall have the 
burden of proving such need 

‘(2) Upon the expira 





m of the term of the contract referred to in paragraph 
(1) of this subsection, the Board shall compute the amount, if any, which is due 
to the United States from the air carrier concerned in the following manner: The 
total payments received by the carrier under the terms of the contract shall be 
added to all other revenues accruing to the carrier during the term of the con- 
tract. From this sum there shall be deducted all proper and reasonable charges 
and expenses, including taxes, properly allocable to the performance of the 
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transportation contracted for, including the amount found necessary by the 
Board to assure the carrier a fair return under honest, economical, and efficient 
management, but without regard to capital gains or capital losses. One-half 
of the remainder, without recomputation of income taxes, shall be the amount 
due from the carrier under paragraph (1) of this subsection, but in no case shall 
such amount exceed the total amount of payments made under the contract 
Any such repayment by an air carrier shall be made to the Treasurer of the 
United States, and shall be credited to appropriations made available f 
purposes of this subsection. 

“(3) In determining whether any payments should be made to a carrier unde 
this subsection, and the amount of such payments, the fact that such a carrie 
holds a certificate of public convenience and necessity authorizing it to conduct 
certain services shall not be deemed conclusive of the issue as to ’ 
such service is sufficiently required for the purposes of this subsection to justify 
the amount of payments that would be required under this subsection to enable 
such carrier to continue such service. In any proceeding in which any such issue 


is raised, the Board shall give notice to interested communities in the United 
States receiving such service and permit such parties to be heard. If the Board 
shall determine that the need for such service does not justify the amount of 
payment that would be required under this subsection to continue it, 
order denying such payment shall be accompanied by an order authorizing such 
earrier either to suspend or abandon such service as the carrier may elect, at 
time within one year from the date of such order. 

“(4) During the pendency of proceedings to determine the amount of payment 
to any air carrier under this subsection, the Board is authorized, with or with 
out hearing, to make an advance, out of funds appropriated for the purpose of 
this subsection, to such carrier upon a showing that the need for such an ad 


vance is essential and urgent. Before receiving such an advance such carrier 
shall be required to agree to repay within a reasonable time such advance, or 
any part thereof, which exceeds the payment, if any, to such carrier finally de 
termined by the Board under Guis subsection. Such repayments shall be made 


to the Treasurer of the United States, and shall be credited to appropriation 
made available for the purpose of this subsection. 

“(5) The Board shall by order terminate any payments under this subsection 
upon finding, after due notice and opportunity for hearing, that gratuities (in 
the form of entertainment, gifts, or otherwise) were offered or given by such 
air carrier or its agent or representative to any officer or employee of the Gov 
ernment with a view toward securing favorable treatment under any provisions 
of this Act and the obligation of the United States to continue such payments 
shall terminate on the effective date of such order.” 

Sec. 23. Paragraph (2) of section 416 (b) of the Civil Aeronautics Act of 


ltl 
> ° . . . ‘ 
1938, as amended, is amended by inserting at the beginning of said paragrapl 





the following: 


“The Board shall not exempt any air carrier from the requirement of subsectio! 
(a) of section 401 of this title except (A) to the extent that the air transpor 
tation performed by such air carrier is performed with aircraft, the maximum 


gross takeoff weight of which does not exceed twelve thousand five hundred 
pounds, or (B) where such air carrier holds a certificate of convenience and nec 
sity and such exemption is issued for the purpose of permitting such air carrie! 
temporarily to supplement the service authorized thereby. Notwithstanding any 
other provision of law any exemption issued under section 416 of the Civil A¢ 
nautics Act of 1938, as amended, which would be prohibited by this paragraph, if 
not previously terminated by the Board in the course of proceedings under this 
Act, is hereby terminated one year after the date on which this section becomes 
effective.” 

Sec. 24. The Civil Aeronautics Act of 1938, as amended, is amended by insert 
ing after Title IV thereof the following new title: 


“TITLE IV-A—AIR CONTRACT SERVICE REGULATION 
“LICENSE OF AIR CONTRACTORS 
“License Required 


“Sec. 450. (a) No person shall engage in any air contract service unless ther 
is in force a license issued by the Board authorizing such person to engage in such 
service. No license to engage in any interstate or overseas air contract service 
Shall be issued under this section to any person who is not a citizen of the 








S CIVIL AERONAUTICS ACT AMENDMENTS OF 1955 


United States. Any person engaged in any air contract service at the time this 
title becomes effective may continue such operations for a period of one hun- 
dred and twenty days thereafter without a license and, if application for such 
license is made within such period, such person may, under such regulations as the 
Board may prescribe, continue such operation until the Board has passed upon 
such application. 


“Application for License 


“(b) Application for a license (1) shall be made in writing to the Board and 
shall be verified; (2) shall contain a detailed description of the points or areas 
between which or the areas within which service is proposed, the particular type 
of operation proposed, the type of aircraft to be utilized, the commodity or com- 
modities or classes thereof proposed to be transported; (3) shall be accompanied 
by copies of all contracts for air contract service which the applicant has entered 
into and under the terms of which the applicant proposes to operate; (4) shall be 
in such form and contain such other information as the Board may by regulation 
require; and (5) shall be accompanied by proof of service upon such interested 
persons as the Board shall by regulation require. 


“Notice and Hearing 


“(e) Upon the filing of any such application the Board shall give due notice 
thereof (1) to the public by posing a notice of such application in the office of 
the Secretary of the Board, and (2) to such persons as the Board may by regula- 
tion determine. Any interested person may file with the Board a protest or mem- 
orandum of opposition to or in support of the issuance of a license. A public 
hearing shall be held on such application if the applicant, or any person having a 
substantial interest in the proceeding, shall so request within such time as the 
3oard shall by regulation provide, and the Board shall dispose of such applica- 
tion as speedily as possible. 

“Tssuance of LicenSe 


“(d) The Board shall issue a license authorizing the whole or any part of the 
air contract service covered by the application, if it finds that the applicant is fit, 
willing, and able properly to perform such service and to conform to the provi- 
sions of this Act and the rules, regulations, and requirements of the Board here- 
under, and that such service, and the performance thereof by the applicant, are 
consistent with the public interest: otherwise such application shall be denied. 
If the Board finds that the public interest requires such service only for a limited 
period or periods, it shall issue a license only for such period or periods and any 
such license so issued shall be deemed not to have been issued with reference to 
an activity of a continuing nature. In considering whether the granting of an 
application for a license to a foreign air contractor is consistent with the public 
interest, the Board shall take into consideration, among other things, the inter- 
national obligations of the United States and the reciprocal treatment accorded 
air contractors and air carriers by foreign nations. 


“Terms and Conditions of License 


“(e) Each license issued under this section shall specify the maximum num- 
ber of shippers to be served the points or areas between which, or areas within 
which, air contract service is to be permitted, the nature of the traffic and scope 
of the business to be authorized thereby, and the commodity or commodities 
authorized to be transported: Provided, That, in order to avoid performance by 
an air contractor of common carrier service, the Board shall not authorize any 
air contractor in any license to perform air contract service for any air freight 
forwarder or foreign air freight forwarder or to operate with more than eight 
contracts at any one time. There shall be attached to the exercise of the privi- 
leges granted by such license, or amendment thereto, such reasonable terms, con- 
ditions, and limitations as the public interest may require, including limitations 
on the minimum number of flights for which contracts may be made, except that 
no term, condition, or limitation shall restrict the right of the contractor to change 
or add contracts within the scope of the license or, consistent with the public 
interest, to change or add to its equipment or facilities for performing the author- 
ized service ; but such license shall not authorize operation as a common carrier. 
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“Effective Date and Duration of License 


“(f) Each license shall be effective from the date specified therein and shall 
continue in effect until suspended or revoked as hereinafter provided or until the 
soard shall certify that operation thereunder has ceased, or if issued for a limited 
period of time under subsection (d) of this section, shall continue in effect until 
the expiration thereof, unless, prior to the date of expiration, such license shall 
be suspended or revoked as provided herein, or the Board shall certify that opera- 
tions thereunder have ceased. 


“Authority to Modify, Suspend, or Revoke 


“(g) (1) The Board, upon petition or complaint or upon its own initiative, 
after notice and opportunity for hearing, may alter, amend, modify, or suspend 
any such license held by an air contractor, in whole or in part, if the publie 
interest so requires, or may revoke any such license, in whole or in part, for 
intentional failure to comply with any provision of this title or any order, rule, 
or regulation issued hereunder or any term, condition, or limitation of such 
license: Provided, That no such license shall be revoked unless the holder thereof 
fails to comply within a reasonable time to be fixed by the Board, with an order 
of the Board commanding obedience to the provision, or to the order (other than 
an order issued in accordance with this proviso), rule, regulation, term, condi 
tion, or limitation found by the Board to have been violated. 

“(2) The Board, upon petition or complaint or upon its own initiative, after 
notice and opportunity for hearing, shall by order suspend or revoke any license 
the holder of which was deemed by the Board to be a citizen of the United States 
at the time such license was issued or transferred to such person, if at any time 
it finds that the holder thereof is not a citizen of the United States: Provided, 
That the Board, whenever it deems such action to be in the puplie interest, may 
postpone the effective date of such suspension or revocation for such period of 
time as it may deem necessary to permit the submission to and approval by the 

soard, and the consummation, of a plan or plans of reorganization of the holder 
designed to reestablish it status as a citizen. 

“(3) The Board, upon petition or complaint or upon its own initiative, after 
notice to the holder, may alter, amend, modify, suspend, cancel, or revoke any 
such license held by a foreign air contractor, whenever it finds such action to be 
in the publie interest. In determining the requirements of the public interest, the 
Board shall take into consideration, among other things, the international obliga- 
tions of the United States and the reciprocal treatment accorded air contractors 
and air carriers by foreign nations. 

“(4) Any interested person may file with the Board a protest or memorandum 
in support of or in opposition to the alteration, amendment, modification, suspen 
sion, cancellation, or revocation of a license. \ 


“Transfer of License 


“(h) No license may be transferred unless such transfer is approved by the 
Board as being consistent with the public interest. 


“Certain Rights Not Conferred by License 


“(i) No license shall confer any proprietary, property, or exclusive right in 
the use of any airspace, Federal airway, or air navigation facility. 


“DUAL OPERATIONS 


“Src. 451. Unless, after notice and opportunity for hearing, the Board shall 
find for good cause shown that both a certificate of public convenience and neces 
sity or a foreign air carrier permit issued under title TV and a license issued 
under this title may be so held consistently with the public interest 

(1) No person, or any person controlling, controlled by, or under com- 
mon control with such person, shall hold a certificate as an air carrier or a 
permit as a foreign air carrier authorizing it to engage in any air transporta 
tion over a route or within a territory if such person, or any such controlling 
person, controlled person, or person under common control, holds a license as 
an air contractor or foreign air contractor authorizing it to engage in air 
contract service over the same route or within the same territory: and 

“(2) No person, or any person controlling, controlled by, or under common 
control with such person shall hold a license as an air contractor or foreign 
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air contractor authorizing it to engage in any air contract service over a 
route or within a territory, if such person, or any such controlling person, 
controlled person, or person under common control, holds a certificate of 
public convenience and necessity or a permit as a foreign air carrier authoriz 
ing it to engage in air transportation over the same route or within the same 
territory: Provided, That nothing in this section shall prevent an air carrier 
holding a certificate of public convenience and necessity from contracting 
with the United States Government or a department or agency thereof for 


the proy ision of air contract services. 
“CONTRACTS AND SCHEDULES OF AIR CONTRACTORS 
“Filing of Schedules Required 


the extent and in the form and manner required by regulations of the Board, file 
with the Board, publish, and make available to the public schedules showing the 
rates and charges actually maintained and charged for the transportation of pas- 
sengers or property in air contract service, and all rules, regulations, practices, 


“Sec. 452. (a) Every air contractor and every foreign air contractor shall, to 


and services in connection with such service. No such air contractor, unless other 
wise provided by this title, shall engage in the transportation of passengers or 
property in interstate, overseas, or foreign air contract service unless the rates 
and charges for such transportation by said carrier have been published, filed, and 
posted in accordance with the provisions of this paragraph. The Board is em 
powered to reject any schedule so filed which is not consistent with this section 
and such regulations. Any schedule so rejected shall be void. The rates and 
charges shown in any schedule shall be stated in terms of lawful money of the 
United States, but such schedules may also state fares and charges in terms of 
currencies other than lawful money of the United States, and may, in the case 
of foreign air contract service, contain such information as may be required under 
the laws of any country in or to which an air contractor or foreign air contractor 
is authorized to operate. . 


Filing of Contracts Required 


‘(b) Every air contractor and every foreign air contractor shall, to the extent 
and in the form and manner required by regulations of the Board, file with the 
Board any contract for air contract service between such air contractor or foreign 


1] 


air contractor and a shipper. The Board shall not make publie any such contract 
or any of the terms or conditions thereof, except as a part of the record in a formal 
proceeding where it considers such action consistent with the public interest: 
Provided, That if it appears from an examination of any such contract that it fails 
to observe to the published schedule of the air contractor or foreign air contractor 
as required by this section, the Board may, in its discretion, make public such of 
the provisions of the contract as the Board considers necessary to disclose such 


failure and the extent 


“Observance of Schedule; Rebating Prohibited 


‘(c) No air contractor or foreign air contractor shall charge or demand or col 
lect or receive a less compensation for air contract service, or for any service in 
connection therewith, than the rates, or charges specified in its curreutly effective 
ractor or foreign air contractor shall, in any manner or 
by any device, directly or indirectly, or through any agent or broker, or otherwise, 
refund or remit any portion of the compensation for such service or extend to any 
person any privileges or special services or facilities with respect to matters re 
quired by the Board to be specified in such schedules except those specified therein 


schedules : and ne ir con 





“Notice of Schedule Change 


‘(d) No rate, or charge for a new service shall be established and no reduction 
shall be made in any rate, or charge, either directly or by means of any change in 
any rule, regulation, or practice affecting such rates, or charge or the value of 
service thereunder, except after thirty days’ notice of the proposed rate or charge 
for a new service or of the proposed reduction, filed and published in the afore 
said form and manner. The Board may, in its discretion and for good cause 
shown, allow the establishment of any rate, or charge for a new service or the 
reduction of any rate, or charge, upon less notice, aud may modify the require 
ments of this paragraph with respect to publishing, posting, and filing of such 
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schedules, either in particular instances or by general order applicable to specia 
or peculiar circumstances or conditions, 


“RATES AND SERVICE OF AIR CONTRACTORS 


“Sec. 458. (a) It shall be the duty of every air contractor to establish and ob 
serve, reasonable minimum rates, and charges for air contract service rendered 
by it, and to establish, and observe, reasonable Classifications, rules, regulations 
and practices to be applied in connection with said minimum rates, fares, and 
charges. 


“CLASSIFICATION AND EXEMPTION 


“Sec. 454. (a) The Board may make such just and reasonable Classification 
air contractors and of foreign air contractors according to citizenship, geograpl 
eal sections, types, or otherwise as it may deem to be in the publi 


“(b) (1) The Board may by regulation make any pro m of tl ccept 
this section and subsection 401 (1)) inapplicable to any or all air contractors 
Classified or grouped for such periods, or until such time, and subject t ich term 
and conditions, as it may deem to be in the public interest. Such action shall be 
taken with the objective of so adjusting the regulatory provisions hereof to the 
changing conditions of the air contracting business as to avoid undue ad: 9 
tive burdens, or other undue or unwarranted burdens upon any air contra r « 
air carrier or group or class of either. 

“(2) The Board shall not under the provisions of paragraph (b ere 
exempt any air contractor from the requirements of subsection (a ‘ 
150 of this title, except (A) to the extent that the air contract ] e pel rmed 
by such air contractor is performed with aircraft, the maximum eg ke 
weight of which does not exceed 12,500 pounds, or (B) where such air contract 
holds a license authorizing air contractor service and such exemptior issue 
for the purpose of permitting such air contractor temporarily to supplen the 


service authorized thereby. 
“MISCELLANEOUS 


“Src. 455. (a) The provisions of sections 401 (1), 407, 408, 409, 410, 41 
414 (except as it relates to section 412), and 415 of this Act s 
to air contractors and to air contract service; and for such pu 








‘air carrier’ as used in such sections shall include ‘air contractor he te! ce 
tificate’ as used in such sections shall include ‘license’, and references | 
tions to ‘traffic’ or to ‘air transportation’ shall be deemed to include air cont: 


traffic and service. 
“(b) The provisions of sections 408 and 411 of this Act with resp: 


air carriers shall be applicable with like effect to foreign air contractors, and for 
. : ’ ° , < . 

such purpose the term ‘foreign air carriers’ as used therein shall include ‘foreign 

air contractor’, and the references in section 411 to ‘air transportation hall be 


deemed to include foreign air contract service.” 
Sec. 25. Section 601 of the Civil Aeronautics Act of 1928, as amended 


amended by striking out the phrase “air comerce” wherever it appears the Ni 
and inserting in lieu thereof the phrase “air navigation”; by striking out in the 
first sentence of subsection (a) thereof the phrase “safety of flight in air com 


merce” and inserting in lieu thereof “safety of flight in air navigation (includ 
the safety of persons and property on the ground)”; by inserting after the phi 
“air carriers” in paragraph (5) thereof the phrase “and air contractor 
Sec. 26. (a) Section 604 of the Civil Aeronautics Act of 1938, as amended 
amended by striking out “arr CARRIERS” from the title thereof: and by it 


“or air contractor” after “air carrier” wherever it appears therein nm 
inserting “or air contract service” after “air transportation” wherever it appe 
therein. 

(b) Section 604 (b) of the Civil Aeronautics Act of 1988. as ends 


amended by striking out in the third sentence the words “, and the 
over which,”. 


Sec. 27. Section 605 of the Civil Aeronautics Act of 1988, as amended 
amended by striking out the words “IN AIR TRANSPORTATION” in the e: by 
changing the present subheading of subsection (a) to “Duty of Carriers, € 
tractors and Airmen”; by inserting “or air contractor” after “air carrier” and 
by inserting “or air contract service” after “air transportation herev ! 


phrases appear therein 


62505 5d » 
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Sec. 28. Section 609 of the Civil Aeronautics Act of 1988, as amended. is 
amended by inserting “or air carrier” after “air carrier.” 

Sec. 29. (a) Section 610 of the Civil Aeronautics Act of 1938, as amended, is 
amended by inserting “or air contractor” after “air carrier’ wherever such 
phrases appear therein and by striking out the phrase “air commerce” wherever 
it appears and inserting “air navigation”. 

(b) Paragraph (2) of section 610 (a) of the Civil Aeronautics Act of 1958, as 
amended, is amended to read as follows: 

“(2) For any person to serve in any capacity as an airman in connection 
with any civil aircraft, aircraft engine, propeller, or appliance used or in- 
tended for use, in air navigation without an airman certificate authorizing 
him to serve in such capacity, or in violation of any term, condition, or limi 
tation thereof, or in violation of any order, rule, or regulation issued under 
this title.” 

(c) Section 610 (a) of the Civil Aeronautics Act of 1938, as amended, is fur 
ther amended by deleting the word “and” at the end of paragraph (5); by 
changing the period at the end of paragraph (6) to a semicoln and adding the 
word “and” ; and by adding the following new paragraph (7) : 

“(7) For any person holding an air agency or production certificate, to 
violate any term, condition, or limitation thereof, or to violate any order, 
rule, or regulation under this title relating to the holder of such certificate.” 

Sec. 30. Section 802 of the Civil Aeronautics Act of 1938, as amended, is 
amended by inserting at the beginning of such section “(a)” and by inserting at 
the end of such subsection new subsections as follows: 


“Treaties With Foreign Governments 


“(b) No multilateral agreement between the United States and foreign gov- 
ernments which generally grants to any foreign government or an airline repre- 
senting it any right or rights to operate in air transportation or air contract 
service, or which provides for the formation of, or the participation of the United 
States in, any international organization for regulation or coordination of 
international aviation, or any phases thereof, shall be made or entered into by 
or on behalf of the United States except by treaty. 


“Agreements 


“(c) Any bilateral agreement between the United States and any foreign gov- 
ernment which, consistent with any existing treaty, grants rights to the United 
States or any airline representing it to provide air transportation or air contract 
services to such foreign country, or grants rights to such foreign country or 
any airline representing it to provide air transportation or air contract service 
to the United States, and any amendment to such an agreement, shall be trans- 
mitted to the Senate within thirty days after it is signed, proclaimed, or other 
final formality is taken with reference to it, and shall be referred by the Presi- 
dent of the Senate to the committee having jurisdiction of the subject matter of 
such agreement.” 

Sec. 31. Section 808 of the Civil Aeronautics Act of 1938, as amended, is 
amended by striking out the phrase “air commerce” wherever it appears therein 
and inserting in lieu thereof the phrase “air navigation”; and by inserting at 
the end of paragraph (7) thereof a new paragraph as follows: 

“(8) Cooperate with the several States and their political subdivisions 
and agencies in the establishment and maintenance of supplementary 
weather stations and facilities ;” 

and by changing the number on the final paragraph of such section from 
“toy 4 ee 

Sec. 32. Section 901 (a) of the Civil Aeronautics Act of 1938, as amended, 
is amended to read: 

“CIVIC PENALTIES 


“Safety, Economic, and Postal Offenses 


“Sec. 901. (a) Any person who violates (1) any provision of title V, VI, or 
XII of this Act, or any provision of subsection (a) (1) of section 11 of the 
Air Commerce Act of 1926, as amended, or (2) any provision of title IV, IV—A, or 
VII of this Act, or any order, rule, or regulation issued under any such pro- 
vision, or under section 1002 (i), or any term, condition, or limitation of any 
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permit, license, or certificate issued under title IV or IV—A, or (3) any rule or 
regulation issued by the Postmaster General under this Act, shall be subject to a 
civil penalty of not to exceed $1,000 for each such violation. Any such penalty 
imposed under clause (1) may be compromised by the Secretary of Commerce; 
any such penalty imposed under clause (2) may be compromised by the Civil 
Aeronautics Board, and any such penalty imposed under clause (3) may be 
compromised by the Postmaster General. The amount of such penalty, when 
finally determined, or the amount agree upon in compromise, may be deducted 
from any sums owing by the United States to the person charged.” 

Sec. 33. (a) Section 902 (a) of the Civil Aeronautics Act of 1938, as amended, 
is amended to read : 


“CRIMINAL PENALTIES 

“General 

“Sec. 902. (a) Any person who knowingly and willfully violates any provision 
of this Act (except titles V, VI, and VII), or any order, rule, or regulation issued 
by the Civil Aeronautics Board or the Secretary of Commerce under any such 
provision or any term, condition, or limitation of any certificate, license, or 
permit issued under title IV or IV—A, for which no penalty is otherwise provided 
in this section, shall be deemed guilty of a misdemeanor and upon conviction 
thereof shall be subject for the first offense to a fine of not more than $500, 
and for any subsequent offense to a fine of not more than $2,000. If such violation 
is a continuing one, each day of such violation shall constitute a separate 
offense.” 

(b) Section 902 (b) of the Civil Aeronautics Act of 1938, as amended, is hereby 
amended by adding after the word “Certificates” in the title the following 
“Permits or Licenses”; and by adding after the word “certificate” in each place 
where it appears the following: “permit or license”. 

(c) Section 902 (d) of the Civil Aeronautics Act of 1988, as amended, is hereby 
amended by inserting after the words “foreign air carrier”, the words “air con 
tractor or foreign air contractor”. 

(d) Section 902 (e) of the Civil Aeronautics Act of 1948, as amended, is hereby 
amended by inserting after the words “air carrier” the words “or foreign air 
earrier, air contractor or foreign air contractor”. 

(e) Section 902 (f) of the Civil Aeronautics Act of 1938, as amended, is hereby 
amended by inserting “or air contractor” after “air carrier”. 

(f) Section 902 (h) of the Civil Aeronautics Act of 1938, as amended, is 
amended by striking out the phrase “air commerce” wherever it appears and 
inserting “air navigation”’. 

Sec. 34. Section 1002 of the Civil Aeronautics Act of 1938, as amended, is 
amended by inserting after subsection (c) thereof the following new‘subsection 
and relettering the remaining subsections accordingly : 

“(d) In the event that a municipality within the United States served by an 
air carrier under a certificate of convenience and necessity shall complain to the 
Soard that such air carrier is not complying with the requirement of section 
404 of this Act that it provide adequate service to such city, the Board shall 
immediately call a conference of representatives of such municipality and such 
air carrier at such time and place as it shall designate. An examiner of the 
Board shall preside over such conference and shall require the production by 
the parties to the conference of all information bearing upon the complaint, and 
shall attempt to procure an equitable adjustment of the dispute. If such dispute 
is not settled within sixty days after the date upon which the first conference 
is held, the Board immediately shall initiate a formal investigation under this 
section and conclude such investigation as speedily as possible.” 

Sec. 35. Section 1002 (e) of the Civil Aeronautics Act of 1938, as amended, is 
hereby amended— 

(a) by striking the words “of air carriers” in the title thereof ; 

(b) by inserting “(1)” after “‘(e)”; 

(c) by striking out the phrase “for interstate or overseas” 

(d) by striking out the proviso and inserting a new proviso as follows: 
“Provided, That as to rates, fares, and charges for foreign air transporta 
tion the Board shall determine and prescribe only a just and reasonable 
minimum rate, fare, or charge.” ; and 

(e) by adding at the end thereof the following paragraph : 

“(2) Whenever, after notice and hearing, upon complaint, or upon its own 
initiative, the Board shall be of the opinion that any rate, or charge of any air 
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contractor or foreign air contractor for air contract service, or any rule, regu- 
lation, or practice affecting such rate, or charge, or the value of the service 
thereunder, is in contravention of the policy declared in this Act or of any pro- 
vision thereof, which contravention may be corrected by the prescription of any 
minimum rate, or charge or of any rule, regulation, or practice affecting such 
minimum rate, or charge, the Board shall determine and prescribe the just and 
reasonable minimum rate, or charge, or the rule, regulation, or practice affecting 
such minimum rate, or charge thereafter to be made effective by the air con- 
tractor or foreign air contractor. Such minimum rate, or charge, or such classi- 
fication, rule, regulation, or practice, so prescribed by the Board, shall give no 
advantage or preference to any air contractor or foreign air contractor in com 


petition with any air carrier which the Board may find to be undue or inconsistent 
with the public interest and the policy declared in this Act, and the Board shal! 
give due consideration to the cost of the services rendered by such contractors, 


and to the effect of such minimum rate or charge, or such rule, regulation, or 
practice, upon the movement of traffic by such contractors. All complaints 
shall state fully the facts complained of and the reasons for such complaint 
and shall be made under oath.” 
Sec. 36. Section 1002 (f) of the Civil Aeronautics Act of 1938, as amended, 
is hereby amended by inserting after the words “carriage of persons or property” 
the words “in air transportation.” 

Sec. 37. Section 1002 (h) of the Civil Aeronautics Act of 1938, as amended, 
is hereby amended by inserting “(1)” after ‘‘(h)”; by striking out the phrase 
‘interstate or overseas”; and by adding at the end thereof the following para- 


(2) Whenever any air contractor shall file with the Board any schedule 
stating a rate, fare, or charge for a new service or a reduced rate, fare, or 
charge, either directly or by means of any change in any rule, regulation, or 
practice, for air contract service, the Board is empowered, upon complaint or 
upon its own initiative, at once, and, if it so orders, without answer or other 
formal pleading by the air contractor, but upon reasonable notice, to enter upon 
a hearing concerning the lawfulness of such rate, fare, or charge, or such rule, 
regulation, or practice; and pending such hearing, and the decision thereon, 
the Board by filing with such schedule, and delivering to the air contractor 
affected thereby, a statement in writing of its reasons for such suspension, may 
suspend the operation of such schedule and defer the use of Such rate, fare, or 
charge, or such rule, regulation, or practice for a period of ninety days, and, 
if the proceeding has not been concluded and a final order made within such 
period, the Board may from time to time extend the period of suspension, but 
not for a longer period in the aggregate than one hundred and eighty days be- 
yond the time when such schedule would otherwise go into effect: and. after 
hearing, whether completed before or after the rate, fare, charge, rule, regula- 
tion, or practice goes into effect, the Board may make such order with reference 
thereto as would be proper in a proceeding instituted after such rate, fare, 
charge, rule, regulation, or practice had become effective. If the proceeding 
has not been concluded and an order made within the period of suspension, 
the proposed rate, fare, charge, rule, regulation, or practice shall go into effect 
at the end of such period: Provided, That this subsection shall not apply to 
any initial schedule or schedules filed by any air contractor.” 

Sec. 88. (a) Section 1005 (a) of the Civil Aeronautics Act of 1988, as amended. 
is amended by striking out the phrase “air commerce” and inserting the phrase 
“air navigation 

(b) Section 1005 (b) of the Civil Aeronautics Act of 1938, as amended. is 
hereby amended by adding after the words “foreign air carrier” the words “air 
contractor and foreign air contractor’; and by adding after the words “said 
carrier’ and “such carrier” in each place where they appear the words “or 
eontractor, 

See. 59. (a) Section 1007 (a) of the Civil Aeronautics Act of 1938, as amended. 
is hereby amended by adding after the words “or permit” the words “or license”’ 
and by adding after “section 401 (a)” the following: “or 450 (a)”. 

(b) Section 1007 (b) of the Civil Aeronautics Act of 1938, as amended, is 
hereby amended by adding after the words “or permit” the words “or license.’ 

Sec 40. Section 1009 of the Civil Aeronautics Act of 1938, as amended, is 
hereby amended by adding after the words “or permit” the words “or license.” 

Sec. 41. Section 1101 of the Civil Aeronautics Act of 1938, as amended, is 
amended by striking out the phrase “air commerce” in the title and inserting 
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in lieu thereof “air navigation”; by inserting “(a)” at the beginning of such 
section : and by adding a new subsection as follows: 


“AUTHORITY FoR SAFETY MEASURES 


(b) An air carrier, foreign air carrier, air contractor, or foreign air con 
tractor, through the pilot in command of any aircraft, shall have authority hile 
an aircraft of such carrier or contractor is engaged in air navigation, includil 
the time such aircraft is on the ground, to take such action as may in the judg 
ment of such officer be reasonably necessary in the interest of safety or the 
reasonable comfort of the passengers and the members of the crew.” 

Sec. 42. Section 1102 of the Civil Aeronautics Act of 1938, as amended 














amended by inserting after the phrase “certificates of convenience and nec¢ y’ 
the phrase “or licenses” ; and by inserting after the phrase “air carrier” where 
it appears the phrase “or air contractor.” 

Sec. 433. Section 1307 (a) of the Civil Aeronautics Act of 1938, a mended 
amended bv striking out the phrase “in no event” and inserting in lie t] 
the word “not”: and by striking out the period at the end thereof | oy 
the following: “, except as otherwise provided in this section: Pre ( | f 
the insured shall have the right within sixty days after the att: mel 
insurance under said policy, or within sixty days after determinat 1 of 
valuation by the Secretary, whichever is later, to reject such 
continue to pay premiums upon said valuation at the rate pr ed fe iid 
policy In the event of the total loss of the aircraft, if the in re hea » re 
jected such valuation, the insured shall be paid, a { trative 
per centum of such valuation so determined by the Secretar nd sha ( 
titled to sue the United States in a court having risé ion of ! 
the provisions of section 1510 of this title to recover such valuation as w 1 be 
equal to the fair and reasonable value of such aircraft as determined 
court Provided, however, That the excess of any amounts ad ced 
Secretary on account of tir and reasonable value ove the amount f ‘ I 
judgment will be required to be refunded In the event of such court « 
nation, premiums under the policy shall be adjusted on the b: 
tion as finally determined and of the rate provided for in said policy \ 
risk insurance issued under tithe XIII of the Civil Aeronau Act of 1938 
amended (49 U. S. C. 711-722), which is in force on the date of the e1 tine 
of this Act shall, as of the beginning of such date. be deemed { v4 Pe! 
amended to conform to the requirements of section 13¢ a ind 1310 of tl 
Civil Aeronautics Act of 1938, as amended by thi Act. unl the i ired 
ten days after such date, objec ts to such amendment.’ 

SEC 14. Section 1310 of the Civil Aeronautics Act of 193858 ( 
amended by inserting after the phrase “insured under this title’ the‘ph ‘ 
rejection f the Secretary's valuation under the provision f se mm 1 
a) of this title.” 

Sec. 45. Section 11 of the Act of October 15, 1914 nade | Ss. ( 50 
edi ) title 15, se ”“1). iS amended by it ( | ! | 
foreign air carriers” and inserting in lieu t} ord i ! 
contractors, foreign air carriers, and foreign air contractor 

SI 1§. Section 5 (a) of the Federal Trade Comm on Act ved § ‘ 
ber 26, 1914, as amended (U.S. C., 1940 edition, title 15 ; ( 
by striking out the words “air carriers and foreign air carris | 
j eu thereof the following: “air carriers, foreign air car 
and foreign air contractors.” 

Sec. 47. a) Section 4 of the Air Commerce Act of 1926 amended 
amended by striking out the second sentence thereof 

b) Section 5 of the Air Commerce Act of 1926, as amended ime em 
triking out subsection (f) thereof 

Sec. 48. Section 201 of the Railway Labor Act ‘ ) 


sec. 181) is amended by inserting after the wo 


tract”; by inserting at the end of such section a 





“Provided, That the terms ‘employee’ or ‘subordi 
individual having authority, in the interest of a carrier or contri to hire 


transfer, suspend, lay off, recall, promote, discharge, assign, reward, or d plane 
other employees, or responsibly to direct them, or to adju 

effectively to recommend such action if, in connection with the fore t he 
exercise of such authority is not of a merely routine or clet itt but 


requires the use of independent judgment.” 
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Sec. 49. Reorganization Plan Number 10, of 1953, which became effective 
October 1, 1953, is hereby repealed. 

Sec. 50. The Board shall investigate and make a report to the Congress with- 
in two years from the effective date of this section, describing any merger, con 
sGlidation, purchase, lease, or acquisition of control affecting one or more air 
carriers which, if consummated, would, in the Board’s opinion, improve air 
transport service to the public, provide air transport service at a more reasonable 
cost to the public, develop a more self-sufficient domestic air transport system, 
or otherwise contribute to the effectuation of the policy of the Civil Aeronautics 
Act of 1938, as set forth in section 2 thereof as amended by this Act. The Board 
shall set forth in detail in such report the reasons for its conclusions. Nothing 
in this section shall be deemed the basis for deferring or delaying any proceeding 
respecting the renewal of any air carrier certificate, or for withholding or delay 
ing issuance of any such certificate. 

Sec. 51. This Act shall become effective ninety days after the date of its 
enactment. 


84TH CONGRESS 7 1119 


Ist SESSION 





IN THE SENATE OF THE UNITED STATES 
FEBRUARY 18, 1955 


Mr. MAGNUSON introduced the following bill: which was read twice and referred 
to the Committee on Interstate and Foreign Commerce 


A BILL 


To amend the Civil Aeronautics Act of 1938, as amended, and for other purposes. 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Civil 
Aeronautics Act of 1955”. 

Sec. 2. Paragraph (2) of section 1 of the Civil Aeronautics Act of 1988, as 
amended, is further amended by striking out the proviso and inserting a new 
proviso as follows: “Provided, That (a) the Board may by order relieve air 
carriers who are not directly engaged in the operation of aircraft in air trans- 
portation from the provisions of this Act to the extent and for such periods as 
may be in the public interest, and (b) That the provisions of title IV of this Act 
shall not be applicable to any air carrier engaged exclusively in commerce 
between places within a single State.” 

Sec. 3. Paragraph (3) of section 1 of the Civil Aeronautics Act of 1988, as 
amended, is hereby striken and paragraphs numbered (4), (5), and (6) are 
changed to (3), (4), and (5) respectively. 

Sec. 4. Paragraph (4) of section 1 of the Civil Aeronautics Act of 1988, as 
amended, is hereby amended to insert after the phrase “an engine” the phrase 
“or propulsion device.” 

Sec. 5. Section 1 of the Civil Aeronautics Act of 1938, as amended, is amended 
by inserting after paragraph (5) thereof new paragraphs, as follows: 

“(6) ‘Air contractor’ means any citizen of the United States who undertakes, 
whether directly or indirectly, or by lease or any other arrangement, to engage 
in air contract service: Provided, That the provisions of title IV-A of this Act 
shall not be applicable to any air contractor engaged exclusively in commerce 
between places within a single State. 

“(7) ‘Air contract service’ means interstate, overseas, or foreign air contract 
service. ‘Interstate air contract service, ‘overseas air contract service,’ and 
‘foreign air contract service,’ respectively, mean the carriage under individual 
contracts or agreements (otherwise than in air transportation) by aircraft of 
persons or property for compensation or hire in commerce between, respectively, 
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‘(a) a place in any State of the United States or the District of Columbia 
and a place in any other State of the United States or the District of 
Columbia; or places in the same State, Territory, or possession of the 
United States, or the District of Columbia: 

“(b) a place in any State of the United States or the District of Columbia 
or any place in a Territory or possession of the United States; or a place 
in a Territory or possession of the United States and a place in any other 
Territory or possession of the United States ; and 

“(c) a place in the United States and any place outside thereof: 

whether such commerce moves wholly by aircraft or partly by aircraft and partly 

by other forms of transportation. 


“(8) ‘Air navigation’ means the operation or navigation of aircraft in com 
merce or otherwise (A) upon any airport in the United States or in the airspace 
over the United States, or (B) to or from any place in the United States whether 
or not through the airspace over the United States.”’ 

Sec. 6. Section 1 of the Civil Aeronautics Act of 1938, as amended, is amended 
by changing the numbers of paragraphs (7) through (19) to (9) through (21), 
and by inserting after paragraph (21) a new paragraph as follows: 

“(22) ‘Foreign air contractor’ means any person not a citizen of the United 
States who undertakes, whether directly or indirectly, or by lease or any other 
arrangement, to engage in foreign air contract service.” 

Sec. 7. Paragraph 15 of section 1 of the Civil Aeronautics Act of 1938, as 
amended, is amended by striking out subparagraph (a) thereof and inserting 
in lieu thereof the following: “an individual who is a citizen or national of the 
United States or one of its possessions, or”’. 

Sec. 8. (a) Paragraph 18 of section 1 of the Civil Aeronautics Act of 1938, as 
amended, is amended to read as follows: 

“(18) ‘Federal airway’ means a portion of the navigable airspace of the 
United States identified by an area on the surface of the earth designated or 
approved by the Secretary of Commerce as suitable for navigation of aircraft. 

“(b) The Civil Aeronautics Act of 1938, as amended, is amended by striking 
out the phrase ‘civil airway’ wherever that term appears and inserting in lieu 
thereof the phrase ‘Federal airway’. 

Sec. 9. Section 1 of the Civil Aeronautics Act of 1988, as amended, is amended 
by striking out the two paragraphs defining interstate, overseas, and foreign 
air transportation, and interstate, overseas, and foreign air commerce and 
inserting in lieu thereof a new paragraph, as follows: 

“93. ‘Interstate air transportation,’ ‘overseas air transportation,’ and ‘foreign 
air transportation,’ respectively, mean the carriage by aircraft of persons or 
property as a common carrier for compensation or hire, or the carriage of mail 
by aircraft, in commerce between, respectively— 

“(a) a place in any State of the United States or the District of Columbia, 
and a place in any other State of the United States, or the District of 
Columbia; or between places in the same State, Territory, or possession of 
the United States, or the District of Columbia; 

“(b) a place in any State of the United States, or the District of Colum 
bia, and any place tn a Territory or possession of the United States; or 
between a place in a Territory or possession of the United States, and 
a place in any other Territory or possession of the United States; and 

“(c) a place in the United States and any place outside thereof, 

whether such commerce moves wholly by aircraft or partly by aircraft and 
partly by other forms of transportation.” 

Sec. 10. Section 1 of the Civil Aeronautics Act of 1938, as amended, is 
amended by changing the number of the paragraph defining “landing area” to 
“(24)” and renumbering the remaining paragraphs of section 1 accordingly 

Sec. 11. Section 1 of the Civil Aeronautics Act of 1938, as amended, is amended 
by striking out paragraph (31) and inserting in lieu thereof a new paragraph 
as follows: 

(31) ‘Possessions of the United States’ mean 

“(a) the Commonwealth of Puerto Rico, notwithstanding the Act of 
July 3, 1950 (64 Stat. 319), and the Act of July 3, 1952 (66 Stat. 327) ; 

“(b) the Canal Zone, but nothing herein shall impair or affect the juris 
diction which has heretofore been, or may hereafter be, granted to the 
President in respect to air navigation in the Canal Zone; 

“(e) the Trust Territory of the Pacific Islands, but nothing in this Act 
shall be construed to imply that the United States claims or exercises 
sovereignty over such trust territory ; and 
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‘(d) all other possessions of the United States.” 
12. Section 2 of the Civil Aeronautics 
by striking out paragraphs (e) 


SEC. Act of 1988, as amended, is amended 
and (f) of such section, and inserting in lieu 
thereof the following new paragraphs: 


‘(e@) the regulation of air contract service in such manner as to assure 


the highest degree of safety therein, to meet the specialized needs of shippers 
for air contract service and to avoid the impairment of sound economic con 
ditions in air ti ansportation : 

‘(f) the regulation of air navigation in such manner as to best promote 
its development and assure the highest degree of safety ; and 

“(g) the encouragement and development of civil aeronautics.” 


SEC. 13. Section 3 of the ¢ ‘ivil Aeronautics Act of 1958, as amended, is amended 
by Striking out 


it the phrase “air commerce’ and inserting in lieu thereof “air 
navigation” 

SEC. 14. The ¢ il Aeronauties Act of 1988. as amended, is amended by insert 
510 thereof the follow ing new section: 


\irport Aerial Approach Protection Program 
] Pp} 


SI 1] 1) The Secretary of Comn erce shall formulate, revise, and keep 
1] date ana vide program for the protection of the aerial approaches to 
airpor In the formulation and revision of such program the Secretary shall 
cooperate with the States, Territories, and possessions and their political sub 
divisions, to the max extent he finds such cooperation feasible. in order 
that the legal powers « i the States, Territories. and possessions and their politi 
cal subdi IONS 1 Vv be used in 





irrying out such parts of the program as 
properly may call for action by a State. Territory, possession, or political sub 


“(b) The Secretary of Cor merce is authorized, within the limits of available 
appropriations made by the Congre s therefor, to make grants of funds to States. 
Territories, possession and their political subdivisions to enable them to carry 
out the pur] s of the program formulated and revised pursuant to the provi 

io f subsection (: Such grants shall be made in accordance with the condi 
l S Spec ed in section 303 
Skt ID. Sul “ct f 


ysection (f) of section 401 of the Civil Aeronautics Act of 1938. as 
amended, is amended by striking our the phrase “service to be rendered” in the 








rst sentence thereof and inserting in lieu thereof the following phrase: “type 
and character of the service to be re dered” 

SEC. 16. Subse (h) of section 401 of the Civil Aeronautics Act of 1988, as 
amended, is amended by inser ing the figure “(1)” at the beginning of the sub- 
ection and by inserting at the end thereof the following two paragraphs: 

(2) The Board upon petition or complaint or udon its own initiative, shall by 
order, entered after notice and he ining, suspend or revoke any certificate author 
izing its holder to engage in air sportation if at any time it finds that the 
holder thereof is t a citizen of United States: Provide d, That the Board 
whenever it deems such ction te in the public interest. may postpone the 

’ i h suspension or revocation for such period of time as it may 
permit the submission and approval by the Board. and the 


pian or plans of reorganization of the holder designed to 





petition or complaint, or upon its own initiative, after 

iv i rder require any air carrier to make reasonable 
ting service if the Board finds (a) that such extension is 
enmlence and necessity or for the maintenance of ¢o- 


operative relationshins het veen the United States and any foreign country or 
that the expense involved will not 
0 perform its duty to the publie under its 
fe) such extension will not duplicate an 


n air carrier. Any such order shall provide for such amend- 
ment of the certificate i 


ry) 
) 


otherwise to further national policy 





the ability of such air carrier { 
existing certificate « ‘ certificates: and 
existing service by 
or certificates held by 
because of such extens on: Provided, That 
to extend its service in air 


uch air carrier as may be necessary 
if the Board requires any air carrier 
transportation otherw 
continental United States (not including Alaska). it Shall issue its order making 
such requirement only under such conditions as will assure to such carrier 
e it is so required to perform.” 
SEC. 17. Section 402 of the Civi] Aeronautics Act of 1938, as amended, 
amended by adding a new subsection as follows: 


ise than between points in the 


reason 


able compensation for the servic 





is 
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“Authority To Set Aside Rates, Fares, Charges, and Service 

“(i) The Board, after notice and hearing, may set aside or suspend : rate 
fare, charge, or service in foreign air transportation of a foreign air carrier o1 
anv classification, rule, regulation, or practice aflecting such rate, fare, charge 
or service, if it finds such action necessary in the public interest; and, during 
the pendency of such proceedings, may suspend any such rate, fare, charge 
service, Classification, rule, regulation, or practice.” 

Sec. 18. Subsection (a) of section 404 of the Civil Aeronauti Act of 1935 
amended, is amended by striking out the phrase “interstate and overse: 

Sec. 19. Section 406 of the Civil Aeronautics Act of 1983S is amended to read as 
follows: 

“PAYMENTS FOR TRANSPORTATION OF MAIL AND FOR ESSENTIAL AIR TRANSPORTATION 


“Rates for the Air Transportation of Mail 


“Sec. 406. (a) (1) Each air carrier holding a certificate authorizing the trans 
portation of mail by aircraft shall be paid for transportation of mail at a rate or 
rates established under paragraph (2) of this subsection. Such payment shall 
be considered to include payment for transportation of mail by an air carrier by 
other means than aircraft whenever transportation by such other means is inci 
dental to such transportation of mail in air transportation or is made necessary 
by conditions of emergency arising from aircraft operation. In the computation 
of such payment a minimum weight of each mail dispatch to each point to which 
mail is dispatched shall be fixed by the Board after notice and hearing. Such 
payments shall be made by the Postmaster General from funds appropriated for 
the transportation of mail by aircraft. 

“(2) The Board is empowered and directed to determine and fix from time 
to time, after due notice and opportunity for hearing, fair and reasonable rates 
of compensation to be paid under paragraph (1) for the transportation of mail, 
the facilities used and useful for such transportation of mail and the services 
connected therewith; and considering the conditions peculiar to transportation 
by aircraft and to the particular air carrier or class of air carriers, to prescribe 
the method or methods for ascertaining such rates of compensation by weight, 
space or distance, or otherwise, or any combination thereof, to fix different rates 
for different air carriers or classes of air carriers and different classes of service, 
and to publish the orders establishing such rates of compensation. In fixing 
rates for the foreign air transportation of mail the Board shall take into con 
sideration among other factors the rates paid by the United States to foreign 
air carriers for similar service. Orders so made and published in proceedings 
under this paragraph shall continue in force until changed by the Board after 
due notice and opportunity for hearing. The Board may fix different Sates for 
different air carriers or classes of air carriers or different classes of service, or 
on the basis of any other reasonable classification of carriers, services, routes and 
route segments, or any combination thereof. A proceeding under this paragraph 
may be begun upon the Board’s own initiative, upon petition of the Postmaster 
General, or upon petition of an air carrier with respect to the rate received by 
it. An order entered under this paragraph may be made effective as of any date 
determined by the Board to be proper, which is (A) on or after the effective date 
of this amendatory paragraph, and (B) on or after the date on which the pro 
ceeding was commenced. 





“PROCEDURE AS TO RATES 


‘(b) (1) Any petition for the determination or revision of rates under sub- 
section (a) of this section shall include a statement of the rate the petitioner 
believes to be fair and reasonable. The Postmaster General shall introduce as 
part of the record in all proceedings under subsection (2) of this section a com 
prehensive statement of all service to be required of the air carrier and such 
other information in his possession as he deems, or as may be deemed by the 
Board, to be material to the inquiry. 

“(2) The Postmaster General is authorized to request the Board to obtain from 
any carrier certification for the transportation of mail, information necessary fol 
the performance of his duties with respect to the initiation of and participation 
in mail rate proceedings under subsection (a) of this section. 

“(3) The burden of proof in any proceeding under subsection (a) of this 
section which is initiated by petition shall be with the petitioner 
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“PAYMENTS TO FOREIGN AIR CARRIERS 


“(c) In any case where air transportation is performed between the United 
States and any foreign country, both by aircraft owned or operated by one or more 
air carriers holding a certificate under this title and by aircraft owned or oper- 
ated by one or more foreign air carriers, the Postmaster General shall not pay to 
or for the account of any such foreign air carrier a rate of compensation for 
transporting mail by aircraft between the United States and such foreign country, 
which, in his opinion, will result (over such reasonable period as the Postmaster 
General may determine, taking account of exchange fluctuations and other fac- 
tors) in such foreign air carrier receiving a higher rate of compensation for 
transporting such mail than such foreign country pays to air carriers for trans- 
porting its mail by aircraft between such foreign country and the United States, 
or receiving a higher rate of compensation for transporting such mail than a rate 
determined by the Postmaster General to be comparable to the rate such foreign 
country pays to air carriers for transporting its mail by aircraft between such 
foreign country and an intermediate country on the route of such air carrier 
between such foreign country and the United States 


“Weighing of Mail 


“(d) The Postmaster General may weigh the mail transported by aircraft 
and make such computations for statistical and administrative purposes as ay 
be required in the interest of the mail service. The Postmaster General is author- 
ized to employ such clerical and other assistance as may be required in connec- 
tion with proceedings under this Act. If the Board shall determine that it is 
necessary or advisable, in order to carry out the provisions of this Act, to have 
additional and more frequent weighing of the mails, the Postmaster General, 
upon request of the Board, shall provide therefor in like manner, but such 
weighing need not be for continuous periods of more than thirty days. 


“Subsidy Payments for Essential Air Transportation 


(e) (1) For the purpose of maintaining and continuing the development of 
air transportation (including the introduction of new and improved types of com- 
mercial aircraft) to the extent and of the character and quality required to pro 
mote the economic development, the national defense, and the commerce of the 
United States, the Board is empowered, upon petition of any air carrier holding 
a certificate authorizing transportation of mail by aircraft, and after notice and 
hearing, to make payments, out of funds appropriated to the Board for the pur- 
pose of this subsection, to such carrier to enable it under honest, economical, and 
efficient management to effect such purpose. The Board may prescribe the 
method of making such payments and their period of duration and a new peti- 
tion and notice and hearing shall be required before any further payments are 
made to such carrier for subsequent periods under this subsection. Each such 
petition shall state in detail the amount of payments the petitioner needs in order 
to effect the purpose of this subsection, and the petitioner shall have the burden 
of proving such need. 

“(2) In determining whether any payments should be made to a carrier under 
this subsection, and the amount of such payments, the fact that such a carrier 
holds a certificate of public convenience and necessity authorizing it to conduct 
certain services shall not be deemed conclusive of the issue as to whether any 
such service is sufficiently required for the purposes of this subsection to jus- 
tify the amount of payments that would be required under this subsection to 
enable such carrier to continue such service. In any proceeding in which any 
such issue is raised, the Board shall give notice to interested communities in the 
United States receiving such service and permit such communities to be heard. 
If the Board shall determine that the need for such service does not justify 
the amount of payment that would be required under this subsection to con 
tinue it, its final order denying such payment shall be accompanied by an order 
authorizing such carrier either to suspend or abandon such service as the car- 
rier nay elect, at any time within one year from the date of such order. 

“(3) During the pendency of proceedings to determine the amount of pay- 
ment to any air carrier under this subsection, the Board is authorized, with or 
without hearing, to make an advance, out of funds appropriated for the pur- 
pose of this subsection, to such carrier upon a showing that the need for such 
an advance is essential and urgent. Before receiving such an advance such car- 
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rier shall be required to agree to repay within a reasonable time such advance, 
or any part thereof, which exceeds the payment, if any, to such carrier finally 
determined by the Board under this subsection. Such repayments shall be made 
to the Treasurer of the United States and shall be credited to appropriations 
made available for the purpose of this subsection. 

“(4) The Board is authorized, upon petition of any air carrier holding a 
certificate authorizing the air transportation of passengers, property, and mail, 
to enter into a contract with such carrier on behalf of the United States pro 
viding that payments determined under this subsection in order to effect its 
purpose in such air transportation will be made to such carrier over any period 
not exceeding five years in the case of such payments made to effect such pur 
pose in foreign air transportation, and not exceeding three years in the case of 
such payments made to effect such purpose in interstate and overseas air trans 
portation if such carrier (A) continues to furnish such air transportation under 
such certificate, and (B) agrees to pay to the United States 50 per centum of 
all of its net profits from such air transportation for such period (computed 
without regard to capital gains and capital losses and after deduction of all 
applicable taxes and reasonable charges for depreciation, obsolescence, and 
amortization) which exceed an average of 10 per centum per annum of the capital 
investment of such carrier used in or useful for such transportation, but such 
payment shall not exceed the total amount received by such carrier from the 
United States under such contract. Any such payments shall be made to the 
Treasurer of the United States, and shall be credited to appropriations made 
available for the purposes of this subsection. 

“(5) The Board shall, by written notice to the air carrier, terminate any pay 
ments under this subsection upon finding, after notice and hearing, that gratui 
ties (in the form of entertainment, gifts, or otherwise) were offered or given 
by such air carrier or its agent or representative to any officer or employee of 
the Government with a view toward securing favorable treatment under any 
provisions of this Act.” 

Sec. 20. Paragraph (2) of section 416 (b) of the Civil Aeronautics Act of 
1938, as amended, is amended by inserting at the beginning of said paragraph 
the following : 

“The Board shall not exempt any air carrier from the requirement of sub 
section (a) of section 401 of this title except (A) in the case of an air carrier all 
of whose operations in air transportation are performed with fixed wing air 
craft, the maximum gross takeoff weight of which does not exceed twelve thou 
sand five hundred pounds, or (B) where such air carrier holds a certificate of 
convenience and necessity and such exemption is issued for the purpose of per 
mitting such air carrier temporarily to supplement the service authorized thereby 
Notwithstanding any other provision of law any exemption issued under sec 
tion 416 of the Civil Aeronautics Act of 1938, as amended, which would be pro 
hibited by this paragraph, if not previously terminated by the Board in the 
course of proceedings under this Act, is hereby terminated one year after the 
date on which this section becomes effective.’ 

Sec. 21. The Civil Aeronautics Act of 1938, as amended, is amended by insert 
ing after title IV thereof the following new title: 


“TITLE IV-A—AIR CONTRACT SERVICE REGULATION 
“LICENSE OF AIR CONTRACTORS 
“License Required 


“Sec. 450. (a) No person shall engage in any air contract service unless there 
is in force a license issued by the Board authorizing such person to engage in 
such service. No license to engage in any interstate or overseas air contract 
service shall be issued under this section to any person who is not a citizen of 
the United States. Any person engaged in any air contract service at the time 
this title becomes effective may continue such operations for a period of one 
hundred and twenty days thereafter without a license and, if application for 
such license is made within such period, such person may, under such regula 
tions as the Board may prescribe, continue such operation until the Board has 
passed upon such application. 
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“Application for License 


“(b) Application for a license (1) shall be made in writing to the Board 
and shall be veri ed; (2) shall Contain a detailed description of the points or 
areas between which or the areas within Which service is proposed, the particular 
type of operation proposed, the (ype of aircraft to be utilized, the commodity 
or commodities or Classes thereof proposed to be transported; (3) Shall be accom- 
Panied by copies of all contracts for air contract service which the applicant 
has entered into and under the terms of which the applicant proposes to operate ; 
(4) shall be in Such form and contain such other information as the Board may 
by regulation require: and (5) shall be accompanied by proof of Service upon 
Such interested Persons as the Board shall by regulation require, 


“Notice and Hearing 
~(¢c) Upon the filing of any such application, the Board Shall give due notice 
thereof (1) to the public by posting a notice of such application in the office 
of the secretary of the Board, and (2) to such persons as the Board may by 
regulation determine. Any interested person may file with the Board a protest 
or memorandum of Opposition to or in Support of the issuance of a license, A 
public hearing Shall be held on Such application if the applicant, or any person 
having a Substantial interest in the proceeding, shall so request within such 
time as the Board shall by regulation provide, and the Board shall dispose of 
Such application as Speedily as possible. 


“Tssuance of License 


~(d) The Board shal] issue a license authorizing the whole or any part of the 
air contract Service covered by the application, if it finds that the applicant is 
fit, willing, and able properly to perform such Service and to conform to the pro- 
visions of this Act and the rules. regulations, and requirements of the Board 
hereunder, and that such Service, and the performance thereof by the applicant 
are Consistent with the public interest : otherwise such application shall be denied. 
If the Board finds that the public interest requires such service only for a lim- 
ited period or periods, it shall issue a license only for such period or periods 
and any such license so issued shall be deemed not to have been issued with 
reference to an activity of a continuing nature. In considering whether the 
granting of an application for a license to a foreign air contractor is consistent 
with the public interest, the Board shall take into consideration, among other 
things, the international obligations of the United States and the reciprocal 
treatment accorded lr contractors and air Carriers by foreign nations. 


“Terms and Conditions of License 


“(e) Each license issued under this Section shall Specify the maximum num- 
ber of Shippers to be Served, the points or areas between Which, or areas Within 
which, air contract service is to be permitted, the nature of the traftic and Scope 
of the business to be authorized thereby, and the commodity or commodities 
authorized to be transported : Provid¢ d, That, in order to avoid performance by 
an air contractor of common carrier service. the Board shall not authorize any 
air contractor in any license to perform air contract service for any air freight 
forwarder or foreign air freight forwarder or CO Operate with more than eight 
contracts at any one time. There shall be attached to the exercise of the priv- 
ileges granted by such license, or amendment thereto, such reasonable terms, 
conditions, and li} litations as the public interest may require, including limita- 
tions on the minimum number of flights for Which contracts may be made, except 
that no term, condition, or limitation shall restrict the right of the contractor 
to change or add contracts within the Scope of the license or, consistent with 
the public interest, to change or add to its equipment or facilities for performing 
the authorized Service; but such license shall not authorize operation as a com 
mon carrier, 

“Effective Date and Duration of License 


“(f) Each license shall be effective from the date Specified therein and shall 
continue in effect until suspended or revoked as hereinafter provided, or until 
the Board shall certify that operation thereunder has ceased, or if issued for 
a limited period of time under subsection (d) of this section, Shall continue in 
effect until the expiration thereof. unless, prior to the date of expiration, such 


CIVIL AERONAUTICS ACT AMENDMENTS OF 1955 23 


license shall be suspended or revoked as provided herein o1 
eertify that operations thereunder have ceased. 


“Authority to Modify, Suspended, or Revok« 


(g) (1) The Board, upon petition or complaint or upon its vn i if 
after notice and opportunity for hearing, may alter, amend, modify, or suspend 


any such license held by an air contractor, in whole or in part, if the publ 


interest so requires, or may revoke any such license, in whole or in part, for 
intentional failure to comply with any provision of this title or any order, rule 
or regulation issued hereunder or any term, condition, or limitation of such 


license: Provided, That no such license shall be revoked unless the holder thereo! 
fails to comply within a reasonable time to be fixed by the Board, with an order 
of the Board commanding obedience to the provision, or to the orde the 
than an order issued in accordance with this proviso), rule, regulation, term, 
condition, or limitation found by the Board to have been violated 

‘(2) The Board, upon petition or complaint or upon its own initiative, after 
notice and opportunity for hearing, shall by order suspend or revoke any license 
the holder of which was deemed by the Board to be a citizen of the United 
States at the time such license was issued or transferred to such person, if at 
any time it finds that the holder thereof is not a citizen of the United State 
Provided, That the Board, whenever it deems such action to be in the publi 
interest, may postpone the effective date of such suspension or revocation fo1 
such period of time as it may deem necessary to permit the submission to and 
approval by the Board, and the consummation, of a plan or plans of reorganiza 
tion of the holder designed to reestablish its status as a citizen 

‘(3) The Board, upon petition or complaint or upon its own initiative, after 
notice to the holder, may alter, amend, modify, suspend, cancel, or revoke any 
such license held by a foreign air contractor, whenever it finds such action to be 
in the publie interest. In determining the requirements of the public interest 
the Board shall take into consideration, among other things, the international 
obligations of the United States and the reciprocal treatment accorded air con 
tractors and air carriers by foreign nations. 

(4) Any interested person may file with the Board a protest or memorandum 
in support of or in opposition to the alteration, amendment, modification, suspen 
sion, cancellation, or revocation of a license. 


“Transfer of License 


“(h) No license may be transferred unless such transfer is approved by the 
Board as being consistent with the public interest. 


“Certain Rights Not Conferred by License 


‘(i) No license shall confer any proprietary, property, or exclusive right in the 
use of any airspace, Federal airway, or air navigation facility. 


DUAL OPERATIONS 


“Sec. 451. Unless, after notice and opportunity for hearing, the Board shall 
find for good cause shown that both a certificate of public convenience and nece 
sity or a foreign air carrier permit under title IV and a license issued undet 
this title may be so held consistently with the public interest 

“(1) No person, or any person controlling, controlled by, or under eo1 
mon control with such person, shall hold a certificate as an air carrier or a 
permit as a foreign air carrier authorizing it to eng 
tion over a route or within a territory if such person, or any such controllit 





age in any air transporta 





person, controlled person, or person under common control, holds a license 
as an air contractor or foreign air contractor authorizing it to en e in air 
contract service over the same route or within the same territor nd 


(2) No person, or any person controlling, controlled by, er under common 
control with such person shall hold a license as an air contractor or foreign 
air contractor authorizing it to engage in any air contract service over a 
route or within a territory, if such person, or any such controlling persor 
controlled person, or person under common control, holds a certificate of 
publie convenience and necessity or a permit as a foreign air carrier author 
ing it to engage in air transportation over the same route or within the same 
territory: Provided, That nothing in this section shall prevent an air carrier 
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holding a certificate of public convenience and necessity from contracting 
with the United States Government or a department or agency thereof for 


the provision of air contract services 


“CONTRACTS AND SCHEDULES OF AIR CONTRACTORS 
“Filing of Schedules Required 


“Sec. 452. (a) Every air contractor and every foreign air contractor shall, to 
the extent and in the form and manner required by regulations of the Board, 
file with the Board, publish, and make available to the public schedules showing 
the rates and charges actually maintained and charged for the transportation 
of passengers or property in air contract service, and all rules, regulations, prac 
tices, and services in connection with such service, No such air contractor, un 
less otherwise provided by this title, shall engage in the transportation of pas 
sengers or property in interstate, overseas, or foreign air contract service unless 
the rates and charges for such transportation by said carrier have been published, 
niled, and posted in accordance with the provisions of this paragraph. ‘The Board 
is empowered to reject any schedule so filed which is not consistent with this 
section and such regulations. Any schedule so rejected shall be void. The rates 
and charges shown in any schedule shall be stated in terms of lawful money of 
the United States, but such schedules may also state fares and charges in terms 
of currencies other than lawful money of the United States, and may, in the case 
of foreign air contract service, contain such information as may be required under 
the laws of any country in or to which an air contractor or foreign air contractor 
s authorized to operate. 

“Filing of Contracts Required 


“(b) Every air contractor and every foreign air contractor shall, to the extent 
and in the form and manner required by regulations of the Board, file with the 
Board any contract for air contract service between such air contractor or foreign 
air contractor and a shipper. The Board shall not make public any such contract 
or any of the terms or conditions thereof, except as a part of the record in a formal 
proceeding where it considers such action consistent with the public interest : 
Provided, That if it appears from an examination of any such contract that it fails 
to observe to the published schedule of the air contractor or foreign air contractor 
as required by this section, the Board may, in its discretion, make public such of 
the provisions of the contract as the Board considers necessary to disclose such 
failure and the extent thereof 


“Observance of Schedule ; Rebating Prohibited 


“(c) No air contractor or foreign air contractor shall charge or demand or col 
lect or receive a less compensation for air contract service, or for any service in 
connection therewith, than the rates or charges specified in its currently effective 
schedules ; and no air contractor or foreign air contractor shall, in any manner or 
by any device, directly or indirectly, or through any agent or broker, or otherwise, 
refund or remit any portion of the compensation for such service or extend to any 
person any privileges or special services or facilities with respect to matters re 
quired by the Board to be specified in such schedules except those specifled therein 


“Notice of Schedule Change 


“(d) No rate, or charge for a new service shall be established and no reduction 
shall be made in any rate, or charge, either directly or by means of any change in 
any rule, regulation, or practice affecting such rates, or charge or the value of serv 
ice thereunder, except after thirty days’ notice of the proposed rate or charge for a 
new service or of the proposed reduction, filed and published in the aforesaid form 
and manner. The Board may, in its discretion and for good cause shown, allow 
the establishment of any rate, or charge for a new service or the reduction of any 
rate, or charge, upon less notice, and may modify the requirements of this para 
graph with respect to publishing, posting, and filing of such schedules, either in 
particular instances or by general order applicable to special or peculiar cireum 
stances or conditions 

“RATES AND SERVICE OF AIR CONTRACTORS 


“Sec. 453. (a) It shall be the duty of every air contractor to establish and ob- 
serve, reasonable minimum rates, and charges for air contract service rendered by 
it, and to establish, and observe, reasonable classifications, rules, regulations, and 
practices to be applied in connection with said minimum rates, fares, and charges 
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“CLASSIFICATION AND EXEMPTION 


“Spc. 454. (a) The Board may make such just and reasonable Classifications 
of air contractors and of foreign air contractors according to citizenship, geo 
graphical sections, types, or otherwise as it may deem to be in the public interest 

“(b) (1) The Board may by regulation make any provision of this title (except 
this section and subsection 401 (1)) inapplicable to any or all air contractors so 
classified or grouped for such periods, or until such time, and subjeet to sueh 
terms and conditions, as it May deem to be in the public interest Such aetio 
shall be taken with the objective of so adjusting the regulatory provisions hereot 
to the changing conditions of the air contracting business as to avoid undue 
administrative burdens, or other undue or unwarranted burdens upon any ait 
contractor or air carrier or group or class of either 

“(2) The Board shall not under the provisions of paragraph (b) (1) hereof 
exempt any air contractor from the requirements of subsection (a) of section 
150 of this title, except (A) to the extent that the air contract service performed 
bv such air contractor is performed with aircraft, the maximum gross takeoff 
weight of which does not exceed 12,500 pounds, or (B) where such air contracto! 
holds a license authorizing air contractor service and such exemption is issued 
for the purpose of permitting such air contractor temporarily to supplement the 
service authorized thereby. 

“MISCELLANEOUS 


“Sec, 455. (a) The provisions of sections 401(1), 407, 408, 409, 410, 411, 41: 
$12, 414. and 415 of this Act shall be applicable to air contractors and to air cor 
tract service; and for such purpose the term ‘air Carrier’ as used in such sections 
shall include ‘air contractor’, the term ‘certificate’ as used in such sections sh 
include ‘license’, and references in such sections to ‘traffic’ or to ‘air transporta 
tion’ shall be deemed to include air contract traffic and service 

“(b) The provisions of sections 408 and 411 of this Act with respect to foreign 
air carriers shall be applicable with like effect to foreign air contractors, and for 
such purpose the term ‘foreign air carriers’ as used therein shall include ‘foreign 
air contractor’, and the references in section 411 to ‘air transportation’ shall be 
deemed to include foreign air contract service.” 

Sec. 22. Section 601 of the Civil Aeronautics Act of 1938, as amended, is 
amended by striking out the phrase “air commerce” wherever it appears therein 
and inserting in lieu thereof the phrase “air navigation”: by striking out i: 
the first sentence of subsection (a) thereof the phrase “safety of flight in air 
commerce” and inserting in lieu thereof “safety of flight in air navigation (i: 
cluding the safety of persons and property on the ground)”; by inserting after 
the phrase “air carriers” in paragraph (5) thereof the phrase “and air con 
tractors.” 

Sec. 23. (a) Section 604 of the Civil Aeronautics Act of 1938, as amended, is 
amended by striking out “AIR CARRIERS” from the title thereof; and by inserting 
“or air contractor” after “air carrier” wherever it appears therein; and by insert 
ing “or air contract service” after “air transportation” wherever it appears there 
in. 

(b) Section 604 (b) of the Civil Aeronautics Act of 1938, as amended, is 
amended by striking out in the third sentence the words “, and the civil airways 
over which,”. 

Sec. 24. Section 605 of the Civil Aeronautics Act of 1938, as amended, is 
amended by striking out the words “IN AIR TRANSPORTATION” in the title; by 
changing the present subheading of subsection (a) to “Duty of Carriers, Con 
tractors and Airmen”; by inserting “or air contractor” after “air carrier” and 
by inserting “or air contract service” after “air transportation” wherever such 
phrases appear therein. 

Sec. 25. Section 609 of the Civil Aeronautics Act of 1938, as amended, is 
amended by inserting “or air contractor” after “air carrier” 

Sec. 26. (a) Section 610 of the Civil Aeronautics Act of 1938, as amended, 
is amended by inserting “or air contractor” after “air carrier’ wherever such 
phrases appear therein and by striking out the phrase “air commerce” wher 
ever it appears and inserting “air navigation”. 

(b) Paragraph (2) of section 610 (a) of the Civil Aeronautics Act of 1938, 
as amended, is amended to read as follows: 

“(2) For any person to serve in any capacity as an airman in connection 
with any civil aircraft, aircraft engine, propeller, or appliance used: or in 
tended for use, in air navigation without an airman certificate authorizing 
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him to serve in such capacity, or in violation of any term, condition, or 


limitation thereof, or in violation of any order, rule, or regulation issued 


under this title 

(c) Section 610 (a) of the Civil Aeronautics Act of 1938, as amended, is fur 
ther amended by deleting the word “and” at the end of paragraph (5) ; by chang- 
ing the period at the end of paragraph (6) to a semicolon and adding the word 
“and”; and by adding the following new paragraph: 

7) For any person holding an air agency or production certificate, to 
violate any term, condition, or limitation thereof, or to violate any order, 
rule, or regulation under this title relating to the holder of such certificate.” 

Sec. 27. Section 801 of the Civil Aeronautics Act of 1938 is amended by delet- 
ng the first sentence and inserting in lieu thereof the following: “The issuance, 
denial, transfer, amendment, cancellation, suspension, or revocation of, and 
the terms, conditions, and limitations contained in, any certificate authorizing 
an air carrier to engage in foreign air transportation, or any permit issuable to 
any foreign air carrier under section 402, shall be subject to the appoval of 
the President of the United States in any case which he determines may affect 
the national defense or foreign policy of the United States. The President is 
requested to report to the Congress any case in which he withholds such approval 
and to include in such report his reasons for withholding approval and what 
approved action he has ordered the Board to take in such case.” 

Sec. 28. Section 803 of the Civil Aeronautics Act of 1988, as amended, is 
amended by striking out the phrase “air commerce” wherever it appears therein 
and inserting in lieu thereof the phrase “air navigation’; and by inserting at 
the end of paragraph (7) thereof a new paragraph as follows: 

“(8) Cooperate with the several States and their political subdivisions 
and agencies in the establishment and maintenance of supplementary 
weather stations and facilities ;” 

and by changing the number on the final paragraph of such section from “(8)” 
te “(me)” 

Sec. 29. Section 901 (a) of the Civil Aeronautics Act of 1938, as amended, is 
amended to read: 

“CIVIC PENALTIES 


“Safety and Postal Offenses 


© 

“Sec. 901. (a) Any person who violates (1) any provision of title V, VI, 
or XII of this Act, or any provision of subsection (a) (1) of section 11 of the 
Air Commerce Act of 1926, as amended, or (2) any provision of title VII of 
this Act, or any order, rule, or regulation issued under any such provision, or 
(3) any rule or regulation issued by the Postmaster General under this Act, 
shall be subject to a civil penalty of not to exceed $1,000 for each such violation. 
Any such penalty imposed under clause (1) may be compromised by the Sec- 
retary of Commerce: any such penalty imposed under clause (2) may be com- 
promised by the Civil Aeronautics Board, and any such penalty imposed under 
clause (8) may be compromised by the Postmaster General. The amount of 
such penalty, when finally determined, or the amount agreed upon in compromise, 
may be deducted from any sums owing by the United States to the person 
charged.” 

Sec. 30. (a) Section 902 (a) of the Civil Aeronautics Act of 1938, as amended, 
is amended to read: 

“CRIMINAL PENALTIES 


“General 
“Sec. 902. (a) Any person who knowingly and willfully violates any provi- 
sion of this Act (except titles V, VI, and VII), or any order, rule, or regulation 
issued by the Civil Aeronautics Board or the Secretary of Commerce under any 
such provision or any term, condition, or limitation of any certificate, license, or 
permit issued under title IV or IV—A, for which no penalty is otherwise provided 
in this section, shall be deemed guilty of a misdemeanor and upon conviction 
thereof shall be subject for the first offense to a fine of not more than $500, 
and for any subsequent offense to a fine of not more than $2,000. If such viola- 
tion is a continuing one, each day of such violation shall constitute a separate 
offense.” 
(b) Section 902 (b) of the Civil Aeronauties Act of 1938, as amended, is 
hereby amended by adding after the word “Certificates” in the title the follow- 
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Sec. B31. Section 1002 of the Civil Aeronautics Act of 1938 
mended by inserting after subsection (c) thereof the follov new 
nd relettering the remaining subsections accordingly 

(d) In the event that a municipality within the United State eC] 
ir carrier under a certificate of convenience and necessity sl 

the Board that such air carrier is not complying with the re “ 
tion 404 of this Act that it provide acequate service to uch 
shall immediately call a conference of representatives of such 
such air carrier at such time and place as it shall designate An « 
he Board shall preside over such conference and shall require the ] 
by the parties to the conference of all information bearing upon the 
and shall attempt to procure an equitable adjustment of the dispute 
dispute is not settled within sixty days after the date upon which t 
ference is held, the Board immediately shall initiate a rmal inve on 
this section and conclude such investigation as speedily as p le.’ 

Sec. 82. Section 1002 (e) of the Civil Aeronautics Act of 19358, a 
is hereby amended 

a) by striking the words “of air carriers” in the title thereof 

(b) by inserting “1” after “(e)”; 

(c) by striking out the phrase “for interstate or overseas” 

(d) by striking out the proviso and inserting a new provis 
“Provided, That as to rates, fares, and charges for foreign air tr: 
the Board shall determine and prescribe only a just and reas ‘ 
rate, fare, or charge” ; and 

(°) by adding at the end thereof the following paragraph : 

‘(2) Whenever, after notice and hearing, upon complaint, or upo 
initiative, the Board shall be of the opinion that any rate, or char 
r contractor or foreign air contractor for air contract service, « 
regulation, or practice affecting such rate, or charge, or the value of 
thereunder, is in contravention of the policy declared in this Act o1 
ision thereof, which contravention may be corrected by the p 
ny minimum rate, or charge or of any rule, regulation, or pract 
minimum rate, or charge, the Board shall determine and prescril 
reasonable minimum rate, or charge, or the rule, regulation, or prac 
such minimum rate, or charge thereafter to be made effective by 
tractor or foreign air contractor. Such minimum rate, or charge, or 
fication, rule, regulation, or practice, so prescribed by the Board 
no advantage or preference to any air contractor or foreign air « 
competition with any air carrier which the Poard may find to be 1 

nsistent with the public interest and the policy declared in this A¢ 

Board shall give due consideration to the cost of the services 1 le 

ontractors, and to the effect of such minimum rate or charge 

egulation, or practice, upon the movement of traffic by ich con 

complaints shall state fully the facts complained of and the re¢ 1 
complaint and shall be made under oath.” 

Sec. 35. Section 1002 (f) of the Civil Aeronautics Act of 1928. a 
is hereby amended by inserting after the words “carriage of persons « 
the words “in air transportation”. 

Sec. 3 Section 1002 (h) of the Civil Aeronautics Act of 1988 
is hereby amended by inserting “(1)” after “(h)”: by striking out 
‘interstate or overseas’; and by adding at the end thereof the fo 
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“(2) Whenever any air contractor shall file with the Board any schedule 
stating a rate, fare, or charge for a new service or a reduced rate, fare, or 
charge, either directly or by means of any change in any rule, regulation, o1 
practice, for air contract service, the Board is empowered, upon complaint or 
upon its own initiative, at once, and, if it so orders, without answer or other 
formal pleading by the air contractor, but upon reasonable notice, to enter upon 
a hearing concerning the lawfulness of such rate, fare, or charge, or such rule, 
regulation, or practice; and pending such hearing, and the decision thereon, 
the Board by filing with such schedule, and delivering to the air contractor 
affected thereby, a statement in writing of its reasons for such suspension, may 
suspend the operation of such schedule and defer the use of such rate, fare, 01 
charge, or such rule, regulation, or practice for a period of ninety days, and, if 
the proceeding has not been concluded and a final order made within such period, 
the Board may from time to time extend the period vf suspension, but not for 
a longer period in the aggregate than one hundred and eighty days beyond the 
time when such schedule would otherwise go into effect; and, after hearing, 
whether completed before or after the rate, fare, charge, rule, regulation, or 
practice goes into effect, the Board may make such order with reference thereto 
as would be proper in a proceeding instituted after such rate, fare, charge, rule, 
regulation, or practice had become effective. If the proceeding has not been 
concluded and an order made within the period of suspension, the proposed rate, 
fare, charge, rule, regulation, or practice shall go into effect at the end of such 
period: Provided, That this subsecton shall not apply to any initial schedule or 
schedules filed by any air contractor.” 

Sec. 35. (a) Section 1005 (a) of the Civil Aeronautics Act of 1938, as amended, 
is amended by striking out the phrase “air commerce” and inserting the phrase 
“air navigation”’. 

(b) Section 1005 (b) of the Civil Aeronautics Act of 1938, as amended, is 
hereby amended by adding after the words “foreign air carrier” the words “air 
contractor and foreign air contractor’; and by adding after the words “said 
carrier” and “such carrier” in each place where they appear the words “or 
contractor”, 

Sec. 36. (a) Section 1007 (a) of the Civil Aeronautics Act of 1938, as amended, 
is hereby amended by adding after the words “or permit” the words “or license” 
and by adding after “section 401 (a)” the following: “or 450 (a)”’. 

(b) Section 1007 (b) of the Civil Aeronautics Act of 1938, as amended, is 
hereby amended by adding after the words “or permit” the words “or license’. 

Sec, 37. Section 1009 of the Civil Aeronautics Act of 19388, as amended, is 
hereby amended by adding after the words “or permit” the words “or license”. 

Sec. 38. Section 1101 of the Civil Aeronautics Act of 1938, as amended, is 
amended by striking out the phrase “air commerce” in the title and inserting 
in lieu thereof “air navigation’; by inserting “(a)” at the beginning of such 
section; and by adding a new subsection as follows: 


“Authority for Safety Measures 


“(b) An air carrier, foreign air carrier, air contractor, or foreign air con- 
tractor, through the pilot in command of any aircraft, shall have authority, 
while an aircraft of such carrier or contractor is engaged in air navigation, 
including the time such aircraft is on the ground, to take such action as may 
in the judgment of such officer be reasonably necessary in the interest of safety 
or the reasonable comfort of the passengers and the members of the crew.” 

Sec. 39. Section 1102 of the Civil Aeronautics Act of 1938, as amended, is 
amended by inserting after the phrase “certificates of convenience and necessity” 
the phrase “or licenses” ; and by inserting after the phrase “air carrier’’ wherever 
it appears the phrase “or air contractor.” 

Sec. 40. Section 1307 (a) of the Civil Aeronautics Act of 1938, as amended, 
is amended by striking out the phrase “in no event” and inserting in lieu thereof 
the word “not”; and by striking out the period at.the end thereof and adding 
the following: “, except as otherwise provided in this section: Provided, That 
the insured shall have the right within sixty days after the attachment of the 
insurance under said policy, or within sixty days after determination of such 
valuation by the Secretary, whichever is later, to reject such valuation, but shall 
continue to pay premiums upon said valuation at the rate provided for in said 
policy. In the event of the total loss of the aircraft, if the insured has so 
rejected such valuation, the insured shall be paid, as a tentative advance only, 
75 per centum of such valuation so determined by the Secretary and shall be 
entitled to sue the United States in a court having jurisdiction of such claims 
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under the provisions of section 1310 of this title to recover such valuation as 
would be equal to the fair and reasonable value of such aircraft as determined 
by such court: Provided, however, That the excess of any amounts advanced by 
the Secretary on account of fair and reasonable value over the amount of the 
court judgment will be required to be refunded. In the event of such court 
determination, premiums under the policy shall be adjusted on the basis of the 
valuation as finally determined and of the rate provided for in said policy 
All war risk insurance issued under title XIII of the Civil Aeronautics Act of 
19388, as amended (49 U. S. C. 711-722), which is in force on the date of the 
enactment of this Act shall, as of the beginning of such date, be deemed to have 
been amended to conform to the requirements of section 1307 (a) and 1310 of 
the Civil Aeronautics Act of 1938, as amended by this Act, unless the insured, 


within ten days after such date, objects to such amendment.” 


Sec. 41. Section 1310 of the Civil Aeronautics Act of 1958 as amended, is 
amended by inserting after the phrase “insured under this title” the phrase “or 
rejection of the Secretary’s valuation under the provisions of section 1307 (a) 


of this title”. 

Sec. 42. Section 11 of the Act of October 15, 1914, as amended (U.S. C., 1950 
edition, title 15, see. 21), is amended by striking out the words “air carriers and 
foreign air carriers” and inserting in lieu thereof the words “air carriers, air 
contractors, foreign air carriers, and foreign air contractors” 

Sec. 48. Section 5 (a) of the Federal Trade Commission Act, approved Sep 
tember 26, 1914, as amended (U. 8S. C., 1940 edition, title 15, see. 45 (a)), is 
amended by striking out the words “air carriers and foreign air carriers” and 
inserting in lieu thereof the following: “air carriers, foreign air carriers, air 
contractors, and foreign air contractors”. 

Sec. 44. (a) Section 4 of the Air Commerce Act of 1926, as amended, is amended 
by striking out the second sentence thereof 

(b) Section 5 of the Air Commerce Act of 1926, as amended, is amended by 
striking out subsection (f) thereof 

Sec. 45. Reorganization Plan Number 10, of 1953, which became effective 
October 1, 1953, is hereby repealed. 

Sec. 46. This Act shall become effective ninety deys after the date of its 


enactment 
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lst SESSION 


IN THE SENATE OF THE UNITED STATES ‘ 
FEBRUARY 18, 1955 


Referred to the Committee on Interstate and Foreign Commerce and ordered 
to be printed 


AMENDMENT C OF FEBRUARY 18, 1955 


Intended to be proposed by Mr. MAGNUSON to the bill (S. 1119) to amend the Civil 
Aeronautics Act of 1938, as aniended, and for other purposes, viz: 


On page 7, between lines 4 and 5, insert the following: 

“Sec. 11A. (1) Section 1 of the Civil Aeronautics Act of 1938, as amended, is 
amended by renumbering the last two paragraphs thereof as (35) and (36) re 
spectively, and by inserting before the renumbered paragraph (35) a new par: 
graph reading as follows: 

“*(34) “Supplemental service air carrier’ means an air carrier holding a ce) 
tificate of public convenience and necessity wherein the holder is designated as 
such, which designation was included therein on the original issuance of the 
certificate.’ ”’ 

On page 8, beginning with line 21, strike out all through line 25, and insert 
in lieu thereof the following: 
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“Sec. 15. Subsection (f) of section 401 of the Civil Aeronautics Act of 1938, as 
amended hereby amended by striking the period at the end of the fourth 
sentence thereof, inserting emicolon in lieu thereof, and adding the following 
proviso; ‘Provided, That the Board shall, in issuing any certificate to a supple 
mental service air carrier, include in such certificate such terms, conditions, and 
limitation are necessary to define the type and extent of the supplemental 
ervice authorized by such certificate, and to assure that the service offered there 
under does not exceed the thorization.’ ” 


Referred to the Committee on Interstate and- Foreign Commerce and ordered 
to be printed 


AMENDMENT C OF MARCH 23, 1955 


Intended to be proposed by Mr. MAGNUSON (by request) to the bill (S. 1119) to 
amend the Civil Aeronautics Act of 1938, as amended, and for other purposes, 
Viz: 


On page 7, strike out lines 5 and 6 and insert in lieu thereof the following: 
“Sec. 12. (a) Paragraphs (a), (b), and (d) of section 2 of the Civil Aeronau 
ties Act of 1938, as amended, are amended to read as follows: 

‘(a) The encouragement and development of a competitive air transportation 
system properly adapted to the present and future needs of the foreign and do 
mestic commerce of the United States, of the postal service, and of the national 
defense 

“*(h) The regulation of air transportation in such manner as to recognize and 
preserve the inherent advantage of, assure the highest degree of safety in, and 
foster the growth and development of such transportation under sound competi 
tive economic conditions and to improve relations between and coordinate trans 
portation, by air earriers; 

‘(d) Competition to the maximum extent consistent with the economic char 
acteristics of the industry giving full recognition to the benefits derived from 
the certification of new competitive carriers in promoting the sound development 


of an air transportation system meeting the needs of the traveling public ;’ 


“(b) Section 2 of such Act is further amended by striking out paragraphs 
(e) and”. 

On page 3&, strike out lines 21 and 22, and insert in lieu thereof the following: 

“Spc. 15. (a) Section 401 of the Civil Aeronautics Act of 1938, as amended, is 
amended by striking out subsection (d) (1) and inserting in lieu thereof the 
following: 

“*(d) (1) The Board shall issue a certificate authorizing the whole or any 
part of the transportation covered by the application unless it finds that the ap 

i g, and able to perform such transportation properly and 

to conform to the provisions of this Act and requirements of the Board hereun 
der or that the public convenience and necessity will not be served thereby.’ 

“(b) Subsection (f) of such section 401 is amended by strik-’’. 


pli ant is not fit. willin 
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sir CONGRESS S. 1119 


Ist SESSION 


IN THE SENATDB OF THE UNITED STATES 
Maren 23 (legislative day, Marcu 10), 1955 


Referred to the Committee on Interstate and Foreign Commerce and ordered 
to be printed 


AMENDMENT D OF MARCH 23, 1955 


Intended to be proposed by Mr. MaaGnuson to the bill (S. 1119) to amend the 
Civil Aeronautics Act of 1988, as amended, and for other purposes, viz: On page 
10, between lines 23 and 24, insert the following new section : 


Sec. The second sentence of subsection (b) of section 403 of the Civil Aero- 
nautiecs Act of 1938, as amended, is amended by inserting immediately after 
“and their immediate families; the following: “ministers of religion ;” 
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1st SESSION 


IN THE SENATE OF THE UNITED STATES 
Marcu 23 (legislative day, MArcu 10), 1955 


Referred to the Committee on Interstate and Foreign Commerce and ordered 
to be printed 


AMENDMENT E OF MARCH 23, 1955 


Intended to be proposed by Mr. MAGNUSON (by request) to the bill (S. 1119) 
to amend the Civil Aeronautics Act of 1938, as amended, and for other pur- 
poses, viz: 

On page 7, between lines 21 and 22, insert the following : 
“Sec. 183A. The Civil Aeronautics Act of 1938, as amended, is amended by in- 
serting at the end of section 201 the following subsection : 


SUBSIDY ADMINISTRATOR 


“*(e) There shall be a Subsidy Administrator who shall be appointed by the 
President, by and with the advise and consent of the Senate, and who shall 
receive a salary at the rate of $ per annum. The Subsidy Adminis- 
trator shall be administratively responsible to the Chairman of the Board who 
shall provide the necessary staff to enable the Subsidy Administrator to perform 
the duties prescribed in this Act.’ ”’ 

On page 11, beginning with line 3, strike out all through page 17, line 4, and 
insert in lieu thereof the following : 

“Sec. 19. Subsections (9) and (b) of section 406 of the Civil Aeronautics Act 
of 1938, as amended, are amended to read as follows: 


“ “PAYMENTS FOR TRANSPORTATION OF MAII 


“ “Rates for the Air Transportation of Mail 


“*Sec. 406. (a) (1) Each air carrier holding a certificate authorizing the 
transportation of mail by aircraft shall be paid for transportation of mail at a 
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rate or rates established under either paragraph (2) or paragraph (3) of this 
subsection. Such payment shall be considered to include payment for trans 
portation of mail by an air carrier by other means than aircraft whenever trans 
portation by such other means is incidental to such transportation of mail in 
air transportation or is made necessary by conditions of emergency arising from 
aircraft operation. 

‘*(2) The Board is empowered and directed to determine aud fix from time 
to time, after due notice and opportunity for hearing, fair and reasonable rates 
of compensation to be paid for the transportation of mail, the facilities used and 
useful for such transportation of mail and the services connected therewith by 
an air carrier not requiring subsidy in order to provide the mail service author 
ized by its certificate; and considering the conditions peculiar to transportation 
by aircraft and to the particular air carrier or class of air carriers, and the 
value of such transportation, to prescribe the method or methods for ascer 
taining such rates of compensation by weight, space, or distance, or otherwise, 
or any combination thereof, to fix different rates for different air carriers or 
classes of air carriers and differént classes of service, and to publish the orders 
establishing such rates of compensation. In the computation of such payment 
a minimum weight of each mail dispatch to each point to which mail is dis 
patched shall be fixed by the Board after notice and hearing. Such payments 
shall be made by the Postmaster General from funds appropriated for the trans 
portation of mail by aircraft. In fixing rates for the foreign air transportation 
of mail the Board shall take into consideration among other factors the rates 
paid by the United States to foreign air carriers for similar service. Orders 
so made and published in proceedings under this paragraph shall continue in 
force until changed by the Board after due notice and opportunity for hearing 
The Board may fix different rates for different air carriers or classes of air 
earriers or different classes of service, or on the basis of any other reasonable 
classification of carriers, services, routes and route segments, or any combina 
tion thereof. A proceeding under this paragraph may be begun upon the Bourd’s 
own initiative, upon petition of the Postmaster General, or upon petition of an 
air carrier with respect to the rate received by it. An order entered under 
this paragraph may be made effective as of any date, determined by the Board 
to be proper, which is (A) on or after the effective date of this amendatory para 
graph, (B) on or after the date on which the proceeding was commenced and 
(C) on or after the date upon which service was commenced pursuant to any 
new or amended certificate. 

“*(3) Any air carrier holding a certificate authorizing the transportation of 
mail by aircraft may apply for compensation therefor at a rate or rates which 
shall inelude a subsidy for providing such service and shall be paid therefor 
as determined by this paragraph (3) if found to be eligible for subsidy as herein 
provided. A proceeding under this paragraph may be begun upon petition of an 
fir carrier with respect to the rate or rates to be received by it or upon the initi 
ative of the Board or the Subsidy Administrator. The Subsidy Administrator 
shall thereupon proceed to determine whether such air carrier is eligible for 
suhsidy and, if so, to establish, from information available to him, the fair and 
reasonable rate of compensation to be paid to such air carrier in accordance 
with the currently effective standards prescribed by the Chairman of the Board 
pursuant to subsection (b) of this section. The rate so established shall become 
effective as of the date prescribed by the Subsidy Administrator unless, within 
thirty days of the date of establishing such rate, such air carrier shall request, 
or the Board shall decide on its own initiative, that a hearing shall be held 
to determine the fair and reasonable rate of compensation to be paid to such 
air carrier in accordance with this subsection. In such event the rate so estab- 
lished shall become effective upon the date prescribed by the Board. Prior to 
the issuance of the order establishing such rate, the Postmaster General and 
the Chairman of the Board shall agree upon the portion thereof which shall con- 
stitute fair and reasonable compensation for the transportation of the mail, the 
facilities used and useful for such transportation of mail and the services con- 
nected therewith, in accordance with the standards provided in paragraph (2) 
of this subsection, without participation by any other party. In the event that 
the Postmaster General and the Chairman of the Board are unable to agree, 
the portion of such rate representing compensation for such transportation of 
the mail shall be fixed by the Director of the Bureau of the Budget, from infor- 
mation available to him. The balance of such rate shall be considered as subsidv 
to the air carrier. Payments to air carriers for the portion of such rate repre- 
senting compensation for such transportation of the mail shall be made by the 
Postmaster General from funds appropriated for the transportation of mail 
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by aircraft. Payments to air carriers of the portion of such rate considered to 
be subsidy shall be made by the Board out of funds appropriated to the Board 
for this purpose. 

“*Procedure as to Rates 


“*(b) (1) Any petition for the determination or revision of rates under sub 
section (a) of this section shall include a statement of the rate the petitioner 
believes to be fair and reasonable. The Postmaster General shall introduce as 
part of the record in all proceedings under subsection (a) of this section a com 
prehensive statement of all service to be required of the air carrier and such 
other information in his possession as he deems, or as may be deemed by the 
Board or the Subsidy Administrator, to be material to the inquiry. 

“*(2) The Postmaster General is authorized to request the Board to obtain 
from any carrier certificated for the transportation of mail, information neces 
sary for the performance of his duties with respect to the initiation of and par 
ticipation in mail rate proceedings under subsection (a) of this section. 

“*(3) Within six months after the passage of this amendment the Chairman 
of the Board shall prescribe the standards to be applied by the Subsidy Admin- 
istrator and the Board in establishing the payments to be made to air carriers 
determined to be eligible for subsidy pursuant to paragraph (3) of subsection 
(a) of this section. Such standards may include, in the discretion of the Chair 
man of the Board, any or all of those set forth in paragraph (2) of subsection 
(a) of this section and, in addition, shall include such additional standards 
as may be necessary to enable such air carriers, under honest, economical, and 
efficient management properly to perform the air transportation authorized by 
any certificate or certificates of public convenience and necessity held by such 
air carriers. The standards prescribed by the Chairman of the Board shall re- 
main effective until changed by him upon thirty days’ notice of such change. 

“*(4) The burden of proof in any proceeding before the Board under subsec- 
tion (a) of this section which is initiated by petition shall be with the 
petitioner.’ 

On page 19, between lines 4 and 5, insert the following: 

“Sec. 19A. The Civil Aeronautics Act of 1988, as amended, is amended by in 
serting at the end of section 408 the following subsections : 


“ “NEGOTIATIONS FOR CONTROL 


“*(f) Nothing contained in this section shall be deemed to prevent negotia 
tions, directly or indirectly, between persons prohibited from acquiring control 
of an air carrier without approval of the Board, or the acquisition of a suffi- 
cient interest in an air carrier by such persons, directly or indirectly, to permit 
control thereof: Provided, That application for approval of such control be made 
to the Board within thirty days after such acquisition has been accomplished 
And provided further, That pending action upon such application such control 
shall not be exercised by such persons, directly or indirectly, by voting such 
interest or by any other manner whatsoever; and in the event of disapproval of 
such acquisition such interest shall be disposed of by such persons within such 
period as the Board may direct. 


“ “ACQUISITION OF CONTROL 


‘*(g) Any person desiring to acquire control of an air carrier but who is 
prohibited therefrom, without approval of the Board, may make application to 
the Board jointly with such air carrier, prior to the initiation or completion of 
negotiations covering the terms of such acquisition, for approval thereof, and 
unless the Board shall find that such acquisition of control will not be con- 
sistent with the public interest or that the conditions of this section will not be 
fulfilled, it shall, by order, approve such acquisition of control, subject to the com- 
pletion of the terms of the acquisition, and such order shall remain effective for 
one year after the date of issuance thereof and thereafter if within such year 
the terms of such acquisition are presented to the Board for approval and if the 
Board shall approve such terms as presented or with such modifications as the 
parties may accept, such acquisition of control may thereupon be completed.’ ”’ 


Senator Monroney. In a way this is a resumption of the hearings 
on the bill by the late Senator McCarran, that was before this com 
mitiee for a great many hearings last year. 
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The Civil Aeronautics Act has not been substantially looked at in its 
overall operation since the passage of the act in 1938. It is the pur 
pose of this committee to examine it, to hear any and all witnesses who 
have suggestions to make as to needed changes or amendments that 
the passage of time and the progress of aviation seem to warrant. 

At this point I will introduce in the record the press release issued 
April 21, 1955, which presents further information concerning the 
setting of these hearings: 

(The release referred to above is as follows :) 


FROM THE SENATE COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE 


Chairman Monroney, Democrat, of Oklahoma, of the Senate Interstate and 
Foreign Commerce Subcommittee on Aviation announced today the subcommit- 
tee would open hearings next Tuesday on two omnibus bills designed to modernize 
the Civil Aeronautics Act of 1938. 

The Senator said he would try to wind up the hearings in a week’s time. The 
bills were introduced earlier this year by Chairman Magnuson, Democrat, of 
Washington, of the Interstate and Foreign Commerce Committee and former 
chairman, Senator Bricker, Republican, of Ohio. 

The Magnuson bill (S. 1119) would relieve the President of the task of re- 
viewing decisions of the Civil Aeronautics Board, except in cases involving na- 
tional defense and foreign policy. At the time he introduced the bill the chair- 
man said he had reviewed legislative history of the act and had come to the con- 
clusion that it was the intention of Congress in adopting the provision calling 
for presidential review of the Board’s decisions to limit the requirement for 
presidential review to matters of national defense and foreign policy. He said 
that because of the broad grant of authority in section 801 of the act it has been 
construed as including approval of economic determinations which already had 
been passed upon by the CAB. 

He said the duality of the procedure places an undue burden upon the President 
and tends to work a hardship upon the applicants. He said it was not the intent 
of Congress to saddle the President with the task of reviewing in detail the work 
of economic experts who are exercising quasi-legislative duties delegated to them 
by Congress. 

Magnuson said that many of the amendments proposed by him are technical 
and are needed to modernize the act to meet 1955 aviation and defense require- 
ments but retains the present system of government organization in the field. 
He asserted it also was designed to provide a more realistic system of govern- 
ment subsidies and in doing so follows the provisions of the bill by former chair- 
man Senator Edwin C. Johnson passed by the Senate in the 83d Congress. 

He urged that the question of legislation to deal with the large irregular or 
nonscheduled air carriers should be looked into. His bill contains a section that 
would grant discretionary authority to the CAB to establish a class of air 
earriers known as “supplemental air service carriers” and would authorize the 
Board to issue certificates of public convenience and necessity to such carriers 
with conditions in the certificates to define the type and extent of the supple- 
mental service authorized. Under the law now the CAB is not authorized to 
regulate the schedules or equipment the carrier may use to perform the service 
authorized in its certificate. 

Senator Bricker’s bill contains some 50 amendments and is the outgrowth of 
extended hearings held a year ago on the omnibus aviation bill introduced by the 
late Senator McCarran in the 83d Congress. 

In introducing his bill (S. 308), Senator Bricker said he found the basic 
scheme of regulating civil air transports as a public utility was sound and his 
amendments are designed to bring the act in line with present-day transporta- 
tion needs. He said he found no need for an entirely new organic act. 

Many of the Bricker amendments follow these proposed by McCarran. Among 
other proposals, the Bricker bill would establish a system of economic regulation 
of contract carriers; it would replace the Reorganization Plan No. 10 of 1953 
with a complete statutory scheme of separation of mail payments from subsidy 
and authorize the CAB to enter contracts with the carriers covering their essen- 
tial subsidy requirements. The bill would require bilateral executive agree- 
ments entered into with foreign governments to be filed with the Senate within 
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30 days after they are finalized. It also would require the CAB to grant certifi- 
eates of unlimited duration to local service air carriers that meet current 
standards of fitness and public convenience. 

The hearings will be held in the Interstate and Foreign Commerce Committee 
Room (G—16) in the Capitol and open at 10:00 a. m., April 26, 1955 


Senator Monroney. Before calling the first witnesses this morning, 
I will introduce in the record at this point, if there is no objection, the 
reports the committee has received from the various Government 
agencies commenting upon the bills before the committee, S. 308 and 


S. 1119. 
(The reports referred to above are as follows :) 


UNITED STATES CIVIL SERVICE COM MISSION, 
Washington 25 D.C., April 22, 1955 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 

DeaR SENATOR MaGnuson: This is in further reply to your letter of January 
13, 1955, requesting the views of the Civil Service Commission on 8. 308, a bill 
“To amend the Civil Aeronautics Act of 1938, as amended, and for other pur 
poses.” 

The Commission has no comment on any of the provisions of 8. 308. 

This bill is identical to certain portions of S. 2647, 83d Congress, upon which 
the Commission reported to the Senate Interstate and Foreign Commerce Com 
mittee by letter of May 27, 1954. None of the personnel provisions of S. 2647 
upon which the Commission commented last year are contained in the new bill, 
8. 308. 

There are no aspects of the proposed bill which would affect Federal personnel 
practices. Also, the activities covered by the bill do not come within the ad 
ministrative jurisdiction of the Civil Service Commission. 

We are advised that the Bureau of the Budget has no objection to the submis 
sion of this report. 

By direction of the Commission : 

Sincerely yours, 
Puitie Youna, Chairman 


DEPARTMENT OF THE ATR FORCE, 
OFFICE OF THE SECRETARY,, 
Washington, D. C., April 25, 1955 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 

DEAR Mr. CHAIRMAN: Reference is made to your request for the comment of 
the Department of Defense on S. 308, 84th Congress, a bill “To amend the Civil 
Aeronautics Act of 1938, as amended, and for other purposes.” The Secretary of 
Defense has delegated to this Department the responsibility for expressing the 
views of the Department of Defense on this proposal. 

Although S. 308 would amend numerous sections of existing law governing 
civil-aviation matters, the most significant changes relate primarily to the overall 
scheme of economic and safety regulation of civil aviation, and the methods for 
carrying this out. The military departments have extensive contractual rela 
tions with the airline industry, even in peacetime, for purposes of moving per- 
sonnel and supplies by air. Hence, we have a real interest in the availability 
of sufficient airlift capacity at reasonable prices to meet such needs. In addi 
tion, the military departments have very important requirements for strategic 
route services to meet part of their worldwide communication and transportation 
needs. 

However, development of a financially sound civil air-transportation system, 
which would assure these capabilities at the lowest cost to the Government, is 
based on various economic factors that do not fall within the purview of the 
Department of Defense. The Department is, therefore, not in a position to make 
any worthwhile evaluation of the effect the amendments proposed in S. 308 
would have on the route structure or the capability of civil aviation to assist the 
military in a national emergency. At the same time, it can be said that no 
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serious impediment has presented itself, under existing applicable law, in trans 
actions between the Department of Defense and civil-aeronautics agencies of the 
Government or the air-carrier industry. Likewise, the enactment of S. 308 
would not appear to substantially modify existing law in any way prejudicial 
to such transactions. 

While the Department of Defense has no objection to S. 308 from an overall 
standpoint, it is felt that certain detailed amendments of a technical nature, as 
hereinafter set forth, should be made to the bill. 

1. Section 6 of S. 308 would amend section I of the Civil Aeronautics Act of 
1938, as amended, by adding several new definitions, including the term “air 
navigation.” The proposed definition of “air navigation” would include, among 
other things, operation of aircraft in commerce or otherwise upon any “airport” 
in the United States. Section 3 of S. 308 would strike the definition of “air com- 
merce” appearing in paragraph (3) of section 1 of the Civil Aeronautics Act of 
1938. The existing definition of “air commerce” does not include the term “air- 
port.” Further, sections 14, 25, 29,.31, 33 (f), 38 (a) and 41 of 8S. 308 would 
substitute the proposed broader term “air navigation” in lieu of “air commerce” 
in sections 3 (Public Right of Transit), 601 (Minimum Standards; Rules and 
Regulations), 610 (Violations of Title), 803 (Weather Bureau), 902 (h) (Trans- 
portation of Explosives and Other Dangerous Articles), 1005 (a) (Effective Date 
of Orders; Emergency Orders) and 1101 (Hazards to Air Commerce), respec- 
tively, of the existing statute. In view of the foregoing proposed amendments 
it is felt that the definition of “airport,” appearing in section 1 (8) of the Civil 
Aeronautics Act of 1938, should be simultaneously amended to make it clear that 
certain provisions of the act (as they would be amended by S. 308), relating to 
the power and responsibility of the authority with respect to “airports,” do not 
apply to military air bases. It is, therefore, recommended that S. 308 be amended 
by inserting the following new section after section 7 (line 2, p. 5 of the bill), and 
by renumbering present section 8, and all subsequent sections, of S. 308 accord- 
ingly: ‘ 

“Sec. 8. Paragraph 10 of section 1 of the Civil Aeronautics Act of 1938, as 
amended, is amended to read as follows: 

“(10) ‘Airport’ means any landing area regularly used by civil aircraft for 
receiving or discharging passengers or cargo, but shall not include any such 
area, or part thereof, under the jurisdiction, custody, or control of a military 
department.” 


This proposed definition is carefully designed not to exclude so-called joint use 
airports to the extent that such airports are under civil jurisdiction. 

2. With the exception of section 16 of the bill, S. 308 does not now undertake 
to amend title III of the Civil Aeronautics Act. (Title III defines the powers and 
duties of the Administrator.) However, the proposed definition of “air naviga- 
tion” (sec. 6 of the bill) might be construed so as to expand the authority of 
the Administrator under title III to encompass matters properly within the ex- 
clusive authority of the military departments. Therefore, the terms “air navi- 
gation” and “air navigation facilities” should be limited wherever they appear 
in title III so as to make it clear that the act does not intend to give a civil 
agency the statutory authority to interfere in purely military aviation matters. 
Such limitation might best be effected by inserting the word “civil” before the 
terms “air navigation” and “air navigation facilities” where they appear in sec- 
tions 301, 302, 303, 305, and 307 of the act. 

3. In formulating and revising the nationwide program for the protection of 
aerial approaches to airports, as proposed in section 16 of the bill, it is felt that 
the Secretary of Commerce should coordinate with other interested Government 
agencies. It is, therefore, recommended that the new section 311 (a), proposed 
by section 16 of S. 308, be amended by placing a comma after the word “Com- 
merce,” appearing in line 5, page 9 of the bill, and by adding the following 
immediately thereafter : 

“after considering the views and recommendations of other interested Federal 
agencies,”. 

4. In order not to handicap the Department of Defense, in its negotiations for 
contract airlift, new section 450 (e), as proposed by section 24 of S. 308, should 
be amended by adding the following after the word “carrier.” in line 4, page 26, 
of the bill: 

“However, any air contractor may make charter trips or perform any other 
special service for a department or agency of the United States Government, with- 
out regard to the geographical or other limitations on services authorized in its 
license, under regulations prescribed by the Board.” 
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5. To preserve military security, new section 452 (b), as proposed by section 
294 of S. 308, should be amended by adding, after the word “thereof,” in line 18 
page 31 of the bill, the following: 

“However, military contracts bearing a security classification will not be dis- 
closed until released by the appropriate military contracting agency.” 

6. To prevent delay in the emergency utilization of contract airlift by agencies 
of the Department of Defense, and to insure that the Government will not be 
prohibited from renegotiating rates and charges contained in military contracts, 
it is recommended that section 452, as proposed by 8S. 308, be amended by adding, 
after paragraph (d), line 22, page 82 of the bill, the following new paragraph (e) : 


“PROVISIONS RELATING TO MILITARY CONTRACTS 


“(e) (1) Bids submitted to and accepted by the Department of the Army, 
Department of the Navy or the Department of the Air Force for charter or con- 
tract service shall be filed in accordance with this section ; however, such service 
may be performed prior to approval of the Board in the event that a military 
emergency requiring such service is declared by the Secretary of the Army, Navy 
or Air Force, respectively, and provided the time required to obtain approval 
of the Board would delay accomplishment of the military mission. An after-the- 
fact statement justifying such emergency action shall be submitted to the Board 
by the military secretary concerned. 

“(2) The provisions of sections 452 and 453 of this title shall not prohibit a 
renegotiation of rates and charges contained in military contracts, under such 
joint regulations as the Board and the Department of Defense may prescribe.” 

7. Since section 25 of S. 308 would, by substituting the term “air navigation” 
for “air commerce” in section 601 of the Civil Aeronautics Act, broaden the regu- 
latory power of the Board, the following amendments are considered necessary 
to section 601 (a) of the Civil Aeronautics Act (as it would be amended by 
S. 308): 

(a) Section 601 (a) (1) should be amended by inserting, after the word “pro- 
pellers’, the following: 

“other than aircraft, aircraft engines, and propellers of the national defense 
forces of the United States,” 

(b) Section 601 (a) (2) should be amended by inserting, after the word 
“appliances”, the following: 

“ other than appliances of the national defense forces of the United States,” 

(c) Section 601 (a) (3) should be amended by inserting, immediately after the 
word “appliances” in subsection 601 (a) (38) (A), the following: 

“ other than aircraft, aircraft engines, propellers, and appliances of the national 
defense forces of the United States’. ‘ 

(d) Section 601 (a) (4) should be amended by inserting immediately preced- 
ing the word “required”, the following: 

“other than reserve aircraft, aircraft engines, propellers, appliances, and aircraft 
fuel and oil of the national defense forces of the United States,” 

(e) Section 601 (a) (6) should be amended by inserting, immediately preced 
ing the word “as”, the following: 

“other than practices, methods, and procedures of the national defense forces of 
the United States,” 

8. (a) Section 29 (a) of S. 308 would amend existing section 610 of the Civil 
Aeronauties Act by substituting the broad term “air navigation,” in lieu of “air 
commerce,” throughout the section. Section 29 (b) of S. 308 would amend 
paragraph (2) of section 610 (a) of the Civil Aeronautics Act of 1938, as amended, 
by adding language designed to make subject to civil penalties any person who 
might serve in any capacity as an airman in connection with any civil aircraft, 
aircraft engine, propeller, or appliance used or intended for use, in air naviga 
tion without an airman certificate authorizing him to serve in such capacity 
From time to time agencies of the Department of Defense find it to be to the best 
interests of the Government to contract with air carriers for essential and expedi 
tious airlift. Such utilization of civil air carriers requires that civil aircraft 
land on military airfields for the purpose of loading and unloadng. On occa 
sions such civil aircraft so engaged have encountered mechanical difficulty while 
in flight or on a military airfield, and it has been determined that, in the absence 
of reasonably available civil repair facilities, it is to the best interest of the 
Government for essential emergency repairs to be made by personne! of the De- 
partment of Defense. Should such repairs not be made by Department of Defense 
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personnel, delays of many hours or days can be expected in some cases—thereb) 
defeating the purpose of utilizing civil airlift. The Department of Defense there 
fore feels that it is justified, and acting in the best interests of the Government. 
in making emergency repairs to enable expeditious completion of the civil airlift 
mission. Further, military airfields are in some cases designated as alternate 
airfields for civil aircraft in the event of difficulty, and certificated airmen are 
not available at such bases to make necessary repairs. Military personnel and 
civilian employees of the Department of Defense are not required, in the per- 
formance of their duties, to obtain the “airman certificate” referred to in the 
proposed amendment. Hence, the enactment of section 29 (b) of S. 808 would 
place such personnel in the position of violating its provisions, should they per 
form emergency repairs to facilitate the removal of civil aircraft from a military 
installation. In this connection, your attention is invited to the testimony of 
representatives of interested Government agencies and industry, on an identical 
proposal, before the House Committee on Interstate and Foreign Commerce on 
June 24, 1954 (pp. 19-26, hearing before the Committee on Interstate and Foreign 
Commerce, House of Representatives, 83d Cong., on H. R. 6817, H. R. 6818, and 
H. R. 7394). In view of the foregoing, it is recommended that a subsection (da) 
be added to section 29 of S. 308, to read as follows: 

“(d) (1) Section 610 (b) of the Civil Aeronautics Act of 1938, as amended, 
is further amended by deleting the word ‘Foreign’ from the title: by renumbering 
the existing section ‘(b)’ as ‘(b) (1)’ 
graph ‘(b) (2)’: 

“(b) (2) The provisions of subsections 610 (a) (2) and (3) shall not 
apply to military or civilian employees of the United States Department of 
Defense rendering mechanical, technical or other assistance to civil aircraft, 
while in the performance of their official duties.” 

(b) The Department of Defense objects, basically, to any legislation which 
would give a civil agency the statutory authority to regulate and control military 
flving. Military aviation is an inherently hazardous activity which must be 
pursued in the interests of national defense. It regularly requires difficult flight 
maneuvers, formations, exercises, and attitudes as well as operation of aircraft 
at high speeds, high gross weights and from unimproved landing areas; all of 
which have no parallel in civil aviation. Many of the normal and necessary 
operations of military aircraft would probably be classified as careless or reck- 
less operations should they be attempted or undertaken by civil aircraft. The 
Armed Forces have promulgated flight regulations to cope with the needs of 
military aviation, violations of which may be punished by courts-martial. At 
the same time the Department of Defense recognizes that, in the interests of 
safety in flight, certain uniform rules regulating the use of air space by both 
civil and military aircraft should be prescribed. However, such uniform rules 
are necessary, and compatible with the mission of the agencies of the Department 
fo Defense only with respect to the tvpes of flight set out in the following pro- 
posed amendment to section 29 of S. 308 (as it would be amended by the amend 
ment nronosed in foregoing paragraph 8 (a) of this report) : 

*(a) (2) Section 610 (b) of the Civil Aeronautics Act of 1938, as amended, 
is further amended by adding the following new paragraph ‘(b) (3)’: 

“(b) (3) a. The provisions of subsection 610 (a) (5) of this title shall 
not apply to military personnel or civilian employees of the United States 
Department of Defense while operating aircraft of the national-defense 
forces of the United States, except with respect to violation of any air 
traffic rule or regulation involving—— 

‘i. Right-of-way and proximity of aircraft, when both aircraft of 
the national-defense forces of the United States and civil aircraft are 
jointly involved, or 

‘Gi. Flight within control zones and control areas, or 

“iii, Operation on or in the vicinity of an airport (other than a mili- 
tarv airbase or military landing area), or 

“iy, Flight under instrument-flight rules and conditions ; 

“bh. Nor shall the provisions of subsection 610 (a) (5) apply to military 
personnel or civilian employees of the United States Department of Defense 
operating aircraft of the national-defense forces of the United States while 
engaged in a military operation with due notice to the appropriate civil 
airways Officer in the area concerned.” 

9. The new paragraph (2), proposed for section 1002 (h) of the Civil Aero- 
nautics Act of 1938, by section 37 of S. 308, should be amended by adding after 
the word “contractor” (line 9, page 45 of the bill), the following: 

“or to renegotiable contracts with an agency of the Department of Defense.” 


; and by adding the following new para 
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Subject to amendment in the foregoing manner, the Department of Defense 
has no objection to 8, 308. 

The Department of Defense is unable to estimate the fiscal effects of the 
proposed legislation. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

Time has not permitted submission of this report to the Bureau of the Budget. 

Sincerely yours, 
Rocer LewIs, 
Assistant Secretary of the Air Force 


DEPARTMENT OF THE INTERIOR, OFFICE OF THE SECRETARY, 
Washington 25, D. C., April 26, 1955 
Hion. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Forcign Commerce, 


United States Senate, Washington 25, D.C, 

My DeAR SENATOR MAGNUSON: You have requested a report from this Depart 
ment on S. 308, a bill to amend the Civil Aeronautics Act of 1938, as amended, 
and for other purposes, and on S. 1119, and amendments to S. 1119, a bill to 
umend the Civil Aeronautics Act of 1938, as amended, and for other purposes, 

Because these bills deal with the general problem of the Federal regulation of 
air transportation, a matter with which this Department is not officially con- 
cerned, we are not in a position to furnish you with helpful information or 
advice with regard to the policies and purposes of the bills, and we, therefore, 
cannot recommend for or against enactment. It appears that the bills perpetuate, 
in general, the pattern established in the Civil Aeronautics Act of 1938 in being 
applicable uniformly to the States, Territories, and possessions of the United 
States, which is, we believe, as it should be. 

There are two matters upon which we should like to make specific comment. 
Section 27 of S. 1119 would amend section 801 of the 1938 act, as amended, by 
substituting new language for the first sentence which now reads: 

“The issuance, denial, transfer, amendment, cancellation, Suspension, or revoca- 
tion of, and the terms, conditions, and limitations contained in, any certificate 
authorizing an air carrier to engage in overseas or foreign air transportation, 
or air transportation between places in the same Territory or possession, or any 
permit issuable to any foreign air carrier under section 402, shall be subject to 
the approval of the President.” 

Section 27 of S. 1119 would, in effect, strike the words “overseas or” and the 
phrase “or air transportation between places in the same Territory or possession.” 
It would further restrict the approval authority of the President by adding the 
folowing language: “in any case which he determines may affect the national 
defense or foreign policy of the United States.” 

The Territories and possessions of the United States are greatly dependent 
upon air transportation which is playing an increasingly important role in their 
economic life. In some of these areas, air service provides the only means of 
transportation other than overland or waterborne travel of the most primitive 
sort. Route certification, frequency of service and competition are questions of 
extreme importance to most of the United States Territories. 

The executive branch of the Federal Government has been vested with certain 
responsibilities for the social and economic development of the Territories. A 
inajor responsibility is the representation and protection of the interests of the 
residents of the Territories. 

At present, the Department of the Interior, the agency of the executive branch 
directly responsible for Territorial matters, is afforded an opportunity to review 
those decisions of the Civil Aeronautics Board affecting service to or within the 
Territories at the time that the decisions are referred to the President for 
approval. The interests of the Territory concerned are fully taken into account 
by this Department in considering the recommended decision. The effect of sec- 
tion 27 of S. 1119 would be to concentrate in a single agency all authority for the 
certification of air transportation in the Territories with no opportunity for 
review or appeal by this Department. 

Because of the importance of air transportation to the Territorial possessions 
of the United States and the responsibilities of the executive branch to these 
possessions, we believe that a review and the approval by the President of recom- 
mended decisions of the Civil Aeronautics Board is desirable. We do not believe 
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that such review and approval should be limited to cases affecting the national 
defense or foreign policy 

It is the position of the Departinent of the Interior that, if favorable considera 
tion is given by your committee to S. 1119, the existing language in section 8O1 of 
the Civil Aeronautics Act of 1938, as amended, should not be changed and that 
Section 27 of S. 1119 should be amended accordingly. 

We would also suggest that the reference to Puerto Rico in each bill might 
appropriately be expanded to take account of the area’s new status. In view of 
the establishment of the Commonwealth of Puerto Rico in July of 1952, it seems 
to uS appropriate for the Congress to exercise no greater authority in the case 
of Puerto Rico than it may constitutionally exercise in the case of a State of the 
Union. This result would be achieved if, in the case of S. 308, the semicolon 
at the end of line 6, page 7, were struck and there were inserted in lieu thereof 
the following: 

“: Provided, That the application of this Act to Puerto Rico shall not involve 
the exercise of Federal authority in Puerto Rico beyond the extent to which it 
may be exercised in a State of the Union.” 

The same change could be made in S. 1119 by striking out the semicolon at the 
end of line 20, page 6, and inserting the same new language. 

We are informed that there is a particular urgency for your committee to have 
this report and that hearings on S. 308, S. 1119, and amendments to 8. 1119 will 
commence on April 26. In view thereof, this report is being submitted to the 
committee prior to clearance through the Bureau of the Budget and we are not in 
a position to advise you concerning its relation to the program of the President. 

Sincerely yours, 
Frep G. AANDAHL, 
Assistant Secretary of the Interior 


DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., April 26, 1955. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington 25, D.C. 

DEAR SENATOR MAGNUSON: This is in further response to your request for my 
views on 8. 308, a bill to amend the Civil Aeronautics Act of 1938, as amended, 
and for other purposes. 

This measure proposes extensive amendment of the Civil Aeronautics Act of 
1988, as amended, the basic statute under which civil aviation operates in this 
country, as well as changes in related provisions of certain other statutes which 
apply to this industry. The Department of Labor is not directly concerned with 
the regulation of civil aviation. It does, however, have an interest in those 
provisions of the proposed measure which may have an impact upon coverage 
of the Nation’s workers under the Fair Labor Standards Act, which is adminis- 
tered by this Department. 

At present, the Civil Aeronautics Act regulates common carriers by air. These 
“arriers and their employees are also covered under title II of the Railway 
Labor Act. S. 308 would extend this regulation to contract carriers by air, and 
include such carriers and their employees under title II of the Railway Labor 
Act. 
In addition, S. 308 would exclude from the Railway Labor Act a broad category 
of supervisory personnel of both common and contract carriers, in the same 
manner that section 2 (11) of the National Labor Relations Act, as amended, 
excludes supervisory personnel from coverage under the latter act. 

Section 13 (b) (3) of the Fair Labor Standards Act exempts from the over- 
time requirements of the act, employees covered by the Railway Labor Act. 
The first of the provisions discussed above makes it clear, therefore, that 
employees of contract carriers would not be covered by the overtime provisions 
of the Fair Labor Standards Act. The National Mediation Board and the Civil 
Aeronautics Board have never clearly distinguished contract carriers from com- 
mon carriers for purposes of the Railway Labor Act. Employees of these car- 
riers have, as a result, been treated as exempt under the Fair Labor Standards 
Act. The enactment of S. 308 would thus have little effect upon their status 
under that act. 

The second provision discussed above would presumably bring these super- 
visory personnel under the Fair Labor Standards Act, since it excludes them 
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from the Railway Labor Act. Many of these employees, however, would no 
doubt fall within the exemption granted to “executives” under section 18 (a) (1) 
of the Fair Labor Standards Act. 

Since the enactment of S. 308 in its present form would thus have little effect 
insofar as the Fair Labor Standards Act is concerned, I have no objection to 
its enactment. 

The Bureau of the Budget advises that it has no objection to the submission 
of this report. 

Sincerely yours, 
JAMES P, MITCHELL, Secretary of Labor 


DEPARTMENT OF THE AiR FORCE, 
OFFICE OF THE SECRETARY, 
Washington, July 1, 1955. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
Unitea States Senate. 


DeAR Mr. CHAIRMAN: Reference is made to your request for the comments 
of the Department of Defense on S. 1119, 84th Congress, a bill to amend the 
Civil Aeronautics Act of 1938, as amended, and for other purposes, together 
with the amendment dated February 18, 1955, and the 3 amendments dated 
March 23, 1955, which Senator Magnuson proposed thereto. Reference is also 
made to your request for similar comments with respect to 8S. 308, 84th Congress, 
a similar bill. The Secretary of Defense has delegated to this Department the 
responsibility for expressing the views of the Department of Defense on this 
matter. 

On the 25th of April 1955, the Department of the Air Force forwarded to you 
separate reports on S. 1119 and 8S. 308. Subsequently, the amendments to the 
Civil Aeronautics Act proposed by those bills have received further study within 
the Department of Defense, and the views asserted in the reports submitted to 
you on the 25th of April 1955 have been revised on several points. In order that 
you may have access to the revised positions of the Department of Defense, 
this combined report on S. 1119 and 8. 308 is submitted for your consideration. 

Although both S. 1119 and 8S. £08 would amend numerous sections of existing 
law governing civil aviation matters, the most significant changes relate pri- 
marily to the overall scheme of economic and safety regulation of civil aviation, 
and the methods for carrying this out. The military departments have extensive 
contractual relations with the airline industry, even in peacetime, for purposes 
of moving personnel and supplies by air. Hence, we have a real interest in the 
availability of sufficient airlift capacity at reasonable prices to meet such, needs. 
In addition, the military departments have very important requirements for 
strategic route services to meet part of their worldwide communication and 
transportation needs. 

However, development of a financially sound civil air transportation system, 
which would assure these capabilities at the lowest cost to the Government, is 
based on various economic factors that do not fall within the purview of the 
Department of Defense. The Department is, therefore, not in a position to make 
any worthwhile evaluation of the effect the amendments proposed in these bills 
would have on the route structure or the capability of civil aviation to assist 
the military in a national emergency. At the same time, it can be said that no 
serious impediment has presented itself, under existing applicable law, in trans- 
actions between the Department of Defense and civil aeronautics agencies of the 
Government or the air carrier industry. Likewise, the enactment of either S. 
1119 or S. 308 would not appear to substantially modify existing law in any way 
prejudicial to such transactions. 

While the Department of Defense has no objection to either bill from an overall 
standpoint, it is felt that certain detailed amendments of a technical nature, as 
hereinafter set forth, should be made to the bills. 

1. (a) Section 5 of S. 1119 (sec. 6, S. 308) would amend section i of the Civil 
Aeronautics Act of 1938, as amended, by adding several new definitions, including 
substitution of the term “air navigation” for the existing term “air commerce.” 
The Department of Defense feels very strongly that adoption of this new defini 
tion would be inadvisable, in view of the established meaning of the present 


bbe 


term “air commerce,” both in practice and by judicial decision. 
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(b) The proposed definition of “air navigation’ would include, among other 
things, operation of aircraft on commerce or otherwise upon any “airport” in the 
United States. Section 3 of both bills would strike the definition of “air com- 
merce” appearing in paragraph (3) of section 1 of the Civil Aeronautics Act of 
1938. The existing definition of “air commerce” does not include the term “air- 
port » Further, sections 13, 22, 26 (a), 28, 30 (f), 35 (a), and 38 of S. 1119 
(secs. 14, 25, 29, 31, 38 (f), 38 (a), and 41 of S. 308) would substitute the pro- 
posed broader term “air navigation” in lieu of “air commerce” in sections 3 
(Public Right of Transit), 601 (Minimum Standards; Rules and Regulations), 
610 (Violations of Title), 808 (Weather Bureau), 902 (h) (Transportation of 
Explosives and Other Dangerous Articles), 1005 (a) (Effective Date of Orders; 
Emergency Orders) and 1101 (Hazards to Air Commerce), respectively, of the 
existing statute. In view of the foregoing proposed amendments it is felt that 
the definition of “airport,” appearing in section 1 (S) of the Civil Aeronautics 
Act of 1988, should be simultaneously amended to make it clear that certain pro- 
visions of the act (as they would be amended by both bills), relating to the power 
and responsibility of the Authority with respect to ‘airports,’ do not apply to 
military airbases. It is, therefore, recommended that S. 1119 be amended by 
inserting the following new section after section 6 (line 12, p. 4, of the bill), and 
by renumbering present section 7, and all subsequent sections, of S. 1119 accord- 
ingly. (The same amendment is recommended for 8S. 308, by inserting it as new 
section 8, after section 7 (line 2, p. 5, of the bill), and by renumbering present 
section 8 and all subsequent sections of S. 308 accordingly) : 

“Sec. 7. Paragraph 10 of section 1 of the Civil Aeronautics Act of 1938, as 
amended, is amended to read as follows: 

(10) ‘Airport’ means any landing area regularly used by civil aircraft for 
receiving or discharging passengers, or cargo, but shall not include any such 
area, or part thereof, under the jurisdiction, custody, or control of a military 
department.” 

This proposed definition is carefully designed not to exclude so-called joint-use 
airports to the extent that such airports are under civil jurisdiction. 

2. With the exception of section 14 of the bill, neither S. 1119 nor S. 308 under- 
takes to amend title III of the Civil Aeronautics Act. (Title III defines the 
powers and duties of the Administrator). However, the proposed definition of 
“air navigation” might be construed so as to expand the authority of the Ad- 
ministrator under title III to encompass matters properly within the exclusive 
authority of the military departments. Therefore, the terms “air navigation” 
and “air navigation facilities” should be limited wherever they appear in title 
III so as to make it clear that the act does not intend to give a civil agency the 
statutory authority to interfere in purely military aviation matters. Sch lim- 
itation might best be effected by inserting the word “civil” before the terms 
“air navigation” and “air navigation facilities’ where they appear in sections 
801, 302, 303, 305, and 307 of the act. 

3. In formulating and revising the nationwide program for the protection 
of aerial approaches to airports, as proposed in section 14 of S. 1119 (see. 16, 
S. 308), it is felt that the Secretary of Commerce should coordinate with other 
interested Government agencies. It is therefore, recommended that the new 
section 311 (a), proposed by section 14 of S&S. 1119 (sec. 16, S. 308), be amended 
by placing a comma after the word “Commerce”, appearing in line 2, page 8, 
of 8. 1119 (line 5, p. 9, of 8. 308), and by adding the following immediately 
thereafter. 

“after considering the views and recommendations of other interested Federal 
agencies,”. 

4. In order not to handicap the Department of Defense, in its negotiations for 

contract airlift, new section 450 (e), as proposed by section 21 of S. 119 (see. 
24, S. 308), should be amended by adding the following after the word “carrier”, 
in line 18, page 23, of S. 1119 (line 4, p. 26, cf S. 308) : 
“However, any air contractor may make charter trips or perform any other 
special service for a department or agency of the United States Government, 
without regard to the geographical or other limitations on services autherized 
in its license, under regultions prescribed by the Board.” 

5. To preserve military security, new section 452 (b), as proposed by section 
21 of S. 1119 (sec. 24, S. 308), should be amended by adding, after the word 
“thereof”, in line 3, page 29, of S. 1119 (line 18, p. 31, of S. 308), the following: 
“However, military contracts bearing a security classification will not be dis- 
closed until released by the appropriate military contracting agency.” 
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6. To prevent delay in the emergency utilization of contract airlift by agencies 
of the Department of Defense, and to insure that the Government will not be pro 
hibited from renegotiating rates and charges contained in military contracts, it 
is recommended that section 452, as proposed by both bills, be amended by add- 
ing, after paragraph (d), line &, page 50, of S. 1119 (line 22, p. 32, of S. 308), the 
following new paragraph “(e)”: 


“PROVISIONS RELATING TO MILITARY CONTRACTS 


“(e) (1) Bids submitted to and accepted by the Department of the Army 
Department of the Navy, or the Department of the Air Force for charter or con 
tract service shall be tiled in accordance with this section and its provisions 
shall apply thereto in all respects: Provided, That such service may be performed 
without regard to the provisions of this title in the event that a military emer 
geney requiring such service is declared by the Secretary of the Army, Navy, or 
Air Force, respectively, and provided the time required for compliance with the 
provisions of this title would delay accomplishment of the military mission, An 
after-the-fact statement justifying such emergency action shall be submitted to 
the Board by the military Secretary concerned. 

“(2) The provisions of sections 452 and 4538 of this title shall not prohibit a 
renegotiation of rates and charges contained in military contracts, under such 
joint regulations as the Board and the Department of Defense may prescribe.” 

7. Since section 22 of 8S. 1119 (sec. 25 of 8S. 508) might, by substituting the term 
“air navigation” for “air commerce” in section 601 of the Civil Aeronautics Act, 
be construed to broaden the regulatory power of the Board, the following amend- 
ments are considered necessary to section 601 (a) of the Civil Aeronautics Act 
(as it would be amended by either bill) : 

(a) Section 601 (a) (1) should be amended by inserting, after the word 
“propellers”, the following: “, other than aircraft, aircraft engines, and pro 
pellers of the national-defense forces of the United States,”. 

(0) Section 601 (a) (2) should be amended by inserting, after the word “ap 
pliances”’, the following: “, other than appliances of the national-defense forces 
of the United States,” 

(c) Section 601 (a) (38) should be amended by inserting immediately after 
the word “appliances” in subsection 601 (a) (3) (A), the following: “, other 
than aircraft, aircraft engines, propellers, and appliances of the national-defense 
forces of the United States.” 

(d) Section 601 (a) (4) should be amended by inserting immediately pre- 
ceding the word “required”, the following: “other than reserve aircraft, air- 
craft engines, propellers, appliances, and aircraft fuel and oil of the national 
defense forces of the United States,”’. 

(e) Section 601 (a) (6) should be amended by inserting, immediately pre 
ceding the word “as”, the following: “other than practices, methods, and pro 
cedures of the national-defense forces of the United States,’’. 

8 (a) Section 26 (a) of S. 1119 (see. 29 (a), S. 308) would amend existing 
section 610 of the Civil Aeronautics Act by substituting the broad term “air 
navigation,” in lieu of ‘air commerce,” throughout the section, section 26 (b) of 
S. 1119 (see. 29 (b), S. 308) would amend paragraph (2) of section 610 (a) 
of the Civil Aeronautics Act of 1938, as amended, by adding language designed 
to make subject to civil penalties any person who might serve in any capacity 
as an airman in connection with any civil aircraft, aircraft engine, propeller, 
or appliance used or intended for use, in air navigation without an airman cer 
tificate authorizing him to serve in such capacity. From time to time agencies 
of the Department of Defense find it to be to the best interests of the Government 
to contract with air carriers for essential and expeditious airlift. Such utiliza- 
tion of civil air carriers requires that civil aircraft land on military airfields for 
the purpose of loading and unloading. On occasions such civil aircraft so en 
gaged have encountered mechanical difficulty while in flight or on a military 
airfield, and it has been determined that, in the absence of reasonably available 
civil repair facilities, it is to the best interests of the Government for essential 
emergency repairs to be made by personnel of the Department of Defense. Should 
such repairs not be made by Department of Defense personnel, delays of many 
hours or days can be expected in some cases—thereby defeating the purpose of 
utilizing civil airlift. The Department of Defense therefore feels that it is 
justified, and acting in the best interests of the Government, in making emergency 
repairs to enable expeditious completion of the civil airlift mission. Further, 
military airfields are in some cases designated as alternate airfields for «ivil 
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aircraft in the event of difficulty, and certificated airmen are not available at 
such bases to make necessary repairs. Military personnel and civilian employees 
of the Department of Defense are not required, in the performance of their 
duties, to obtain the “airman certificate” referred to in the proposed amendment 
Hence, the enactment of section 26 (b) of S. 1119 (sec. 29 (b) of S. 308) would 
confront such personnel with the dilemma of either violating its provisions 
should they perform emergency repairs, even under official military orders, or 
exposing themselves to possible disciplinary action if they fail to perform the 
repairs. In this connection, your attention is invited to the testimony of repre: 
sentatives of interested Government agencies and industry, on an identical pro 
posal, before the House Committee on Interstate and Foreign Commerce on 
June 24, 1954 (pps. 19-26, hearing before the Committee on Interstate and For- 
eign Commerce, House of Representatives, 83d Cong., on H. R. 6817, H. R. 6818, 
and H. R. 7394). In view of the foregoing, it is recommended that a subsection 
(d) be added to section 26 of S. 1119 (see. 29, S. 308), to read as follows: 

“(d) (1) Section 610 (b) of the Civil Aeronautics Act of 1938, as amended, is 
further amended by deleting the word ‘Foreign’ from the title; by renumbering 
the existing section ‘(b)’ as ‘(b) (1)’: and by adding the following new para- 
graph ‘(b) (2)’: 

“(b) (2) The provisions of subsection 610 (a) (2) and (38) shall not apply 
to military or civilian employees of the United States Department of Defense 
rendering mechanical, technical, or other assistance to civil aircraft, while in 
the performance of their official duties.” 

(b) The Department of Defense objects, basically, to any legislation which 
would give a civil agency the statutory authority to regulate military flying. 
Military aviation is an inherently hazardous activity which must be pursued in 
the interests of national defense. It regularly requires difficult flight maneuvers, 
formations, exercises, and attitudes as well as operation of aircraft at high 
speeds, high gross weights, and from unimproved landing areas; all of which 
have no parallel in civil aviation. Many of the normal necessary operations of 
military aircraft would probably be classified as careless or reckless operations 
should they be attempted or undertaken by civil aircraft. The Armed Forces 
have promulgated flight reculations to cope with the needs of military aviation, 
violations of which may be punished by courts-martial. The Department of 
Defense, of course, recognizes that, in the interests of safety in flight, certain 
uniform rules regulating the use of airspace by both civil and military aircraft 
should be prescribed. Accordingly, it is proposed that the following provision 
be added to section 26 of S. 1119 (sec. 29, S. 308), (as it would be amended by 
the amendment recommended in foregoing par. (8) (a) of this report) : 

“(d) (2) Section 610 (b) of the Civil Aeronautics Act of 1938, as amended by 
adding the following new paragraph ‘(b) (3)’”: 

“(b) (3) a. The provisions of subsection 610 (a) (5) of this title shall not 
apply to military personnel or civilian employees of the United States Depart- 
ment of Defense while in the performance of their official duties relating to air- 
eraft of the national-defense forces of the United States, except with respect to 
violation of any air traffic rule or regulation. 

b. Nor shall the provisions of subsection 610 (a) (5) apply to military person- 
nel or civilian employees of the United States Denartment of Defense operating 
aircraft of the national-defense forces of the United States while engaved in a 
military operation with due notice to the appropriate civil airways officer in 
the area concerned. 

9. The new paragraph “(2)”, proposed for section 1002 (h) of the Civil Aero- 
nautics Act of 1938, by section 34 of S. 1119, should be amended by striking the 
period at the end thereof, and by adding after the word “contractor” (line 16, 
p. 42, of the bill), the following: “, or to renegotiable contracts with an agency 
of the Department of Defense.” 

10. Section 44 (b) of 8. 1119 (sec. 47 (b) of S. 308) would repeal section 5 (f) 
of the Air Commerce Act of 1926, as amended, relating to the designation of 
routes in airspace as military airways.’ Inasmuch as certain routes are now 
designated as military airways, the Department of Defense objects to the repeal 
of this section because it might cast doubt on the authority to designate such 
military airways. It is recommended that section 44 (b) of 8. 1119 (sec. 47 (b) 
of S. 308) be stricken from the bill. 

Subject to amendment in the foregoing manner, the Department of Defense 
has no objection to either S. 1119 or S. 308. 

The Department of Defense is unable to estimate the fiscal effects of the pro- 
posed legislation. 








CIVIL AERONAUTICS ACT AMENDMENTS OF 1955 Lo 


This report has been coordinated within the Department of Defense nm ome 
cordance with procedures prescribed by the Secretary of Defense 
The Bureau of the Budget advised that it has no objection to the submission 
of this report but that the Bureau of the Budget concurs in the report of the 
Department of Commerce 
Sincerely yours, 


(Signed) Haroitp E. TALRor! 


DEPARTMENT OF STATE, 
Washington, D.C., April 29, 1955 
Hon. WARREN G. MAGNUSON, 
United States Senate 


DEAR SENATOR MAGNUSON: Reference is made to your letter of January 14, 
1955, requesting the comments of the Department of State with respect to 8. 308, 
a bill to amend the Civil Aeronautics Act of 1988, and for other purposes 

The Department has reviewed the bill from the standpoint of the current devel 
opment of international aviation and the effect which enactment might have on 
the foreign relations of the United States. There are certain sections of the bill 
which are believed to be of primary significance to international aviation, with 
respect to which detailed comments are included in the text of this letter. In 
addition a series of brief comments on other sections are set forth in an attach- 
ment to this letter. 

Section 12 of S. 308 provides for the deletion of section 1 (29) of the Civil 
Aeronautics Act of 19388, as amended, and the substitution of a new paragraph 
(31) therefor, defining the term “possessions of the United States.” 

It is suggested that the revised definition be further amended to include terri 
tories (such as Okinawa) for the administration of which the United States is 
responsible under other than trusteeship or temporary military occupation pend- 
ing the termination of any hostilities by a treaty of peace. This could be accom 
plished by adding after subparagraph (c) a new subparagraph to read substan 
tially as follows: “Any territory for the administration of which the United 
States is, or may become, responsible under any treaty or other international 
arrangement; provided that nothing in this subparagraph shall be construed to 
apply to territories under temporary military occupation by the United States.” 

Section 20 of S. 308 provides for amendment of section 402 of the act by adding 
a new subsection (i) which would grant the Board authority to set aside or sus- 
pend any rate, fare, charge or service in foreign air transportation of a foreign 
air carrier upon a finding that such action is necessary in the public interest. 

The Department welcomes the opportunity to support this proposal. Together 
with the extension of Board control over minimum foreign air transportation 
rates, fares and charges of United States carriers as well as rates and charges for 
foreign air contract service by United States and foreign air contractors as 
proposed in section 35 of S. 308, such authority would strengthen the United 
States negotiating position in protecting the rights and privileges of United States 
carriers in foreign countries and in fostering the orderly development of foreign 
air transportation. 

Section 30 of S. 308 provides for the addition of a paragraph (b) to section 
802 of the act to prohibit the conclusion except by treaty of any multilateral 
agreement between the United States and foreign governments which (1) gen- 
erally grants a foreign government, or foreign airline a right to operate in air 
transportation or air contract service or (2) provides for United States partici- 
pation in an international organization for regulation or coordination of inter- 
national aviation. In this regard it should be noted that the only international 
aviation organization in which the United States participates is the International 
Civil Aviation Organization (ICAO). The provisions for the establishment of 
this organization are contained in the Convention on International Civil Aviation, 
a treaty submitted to the Senate for its advice and consent to ratification. After 
extensive hearings before the Senate Committee on Foreign Relations, the 79th 
Congress on July 25, 1946 gave its advice and consent to ratification (92 Con- 
gressional Record 9972). No multilateral agreement or treaty to which the 
United States is a party grants the right for foreign air carriers to exercise 
traffic rights in the United States, either as “foreign air earriers” or as “foreign 
air contractors.” 

As is evident from the above analysis this Department has not concluded any 
agreeluents contrary to the provisions of section 802 (b). 

_ pection 35, paragraphs (c) and (d), of S. 308 amend section 1002 (d) of the 
Civil Aeronautics Act of 1938, as amended (changed to sec. 1002 (e) by sec. 34 
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of S. 308) by extending the power of the Civil Aeronautics Board (under specified 
circumstances) to prescribe minimum rates and practices of air carriers in 
foreign air transportation. Section 35 (e) provides for new subsection (2) to 
section 1002 (d) which would require the Board (under certain circumstances ) 
to determine minimum rates or practices of United States and foreign air con- 
tractors in air contract service (including foreign air contract service). The 
Department urges adoption of the amendments contained in section 55 (c), (d) 
and (e). Enactmeiut will improve aviation relations between the United States 
and foreign countries and, in conjunction with extension of limited control over 
rates and practices of foreign air carriers as provided in section 20 of S. 308, 
will strengthen the position of the United States Government in fostering the 
orderly development of foreign air transportation and foreign air contract service. 

In connection with the comments offered herein with respect to specific amend- 
ments as proposed in S. 308, the Department recommends that the committee 
consider the following additional amendment to the Civil Aeronautics Act of 
1938, as amended. Section 801 of the act sets forth those Civil Aeronautics Board 
actions with respect to air carrier Certificates and foreign air carrier permits 
which Congress decided should be subject to the approval of the President. Since 
section 24 of S. 308 (new title IV-A) requires the issuance of air contractor and 
foreign air contractor licenses, it is suggested that section 801 be amended ty 
include the new categories of licenses. 

As was mentioned in the second paragraph of this letter, additional comments 
have been included in the enclosed summary. 

The Department has been informed by the Bureau of the Budget that there 
is no objection to the submission of this report. 

Sincerely yours, 
THRUSTON B. Morton, 
issistant Secretary 
(For the Secretary of State). 


ATTACHMENT TO LETTER COMMENTING ON §S. 308, S4ru CONGRESS 
TITLE I—GENERAL PROVISIONS 


-aragraph (19) of section 1 of the Civil Aeronautics Act of 1988, as amended, 
defines foreign air carrier. Unlike the corresponding definition of “air carrier” 
contained in paragraph (2) of section 1 of the act, this paragraph does not give 
the Civil Aeronautics Board the authority to grant exemptions from provisions 
of the act in appropriate cases. It is recommended that there be added to para- 
graph (19) a proviso comparable to that contained in paragraph (2), which would 
read substantially as follows: 

“Provided, That the Board may by order relieve foreign air carriers who are 
not directly engaged in the operation of aircraft in foreign air transportation 
from the provisions of this act to the extent and for such periods as may be in 
the public interest.” 

The permissive nature of the authority granted to the Board by such a proviso 
and the requirement that the exemption shall be of the extent and for such 
periods as may be in the public interest will insure a careful scrutiny of the 
advantages and disadvantages resulting from any exemption. At the same time 
such a proviso would make it possible to relieve foreign enterprises which engage 
in activities such as freight forwarding from requirements which a strict inter- 
pretation of the act might dictate. In many cases the ability to grant exemptions 
in appropriate cases could provide a basis for freedom from restrictions by for- 
eign governments on United States enterprises conducting similar businesses. 
On the other hand imposition of restrictive regulations by this Government might 
result in ill feeling abroad and consequent retaliatory action against United 
States aviation enterprises. 

Section 7 of S. 308 provides for a new paragraph (22) of section 1 of the Civil 
Aeronautics Act of 1938, as amended, to define the term “foreign air contractor.” 
Indirect contractors are included in the definition. This definition does not have 
a proviso permitting exemptions in appropriate cases. In this case as in the 
case of the “foreign air carriers” authority to grant exemptions with regard to 
the activities of indirect contractors would be desirable. It is therefore recom- 
mended that a proviso comparable to that contained in Section 1, paragraph (2) 
of the Civil Aeronautics Act of 1988 be included in this paragraph. 
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DECLARATION OF POLICY 


Section 13 of S. 308 provides for an amendment to section 2, declaration of 
policy, of the Civil Aeronautics Act of 1938, as amended, including the addition 
of a new paragraph (2 h) “the maintenance by the United States of the greatest 
nossible influence at all times in world aviation.” 

This Department is anxious that United States influence in world aviation 
be as widespread as possible, and is striving consistently toward that end. 
Nevertheless, it believes that the inclusion of the proposed statement in the basic 
aviation law of the United States would serve to stimulate determination on the 
part of other countries to oppose extension of United States influence as much as 
possible It is therefore recommended that the provision be deleted Alterna 
tively, it is suggested that the provision be amended by substituting the word 
“narticipation” for the term “influence.” 


TITLE IV ATR CARRIER ECONOMIC REGULATION 


Section 18 of S. 308, which provides for amendment of section 401 (f), “terms 
snd conditions of certificate,” of the Civil Aeronantics Aet of 1938S, as amended, 
would retain without change the fourth sentence of the subsection. That sen 
tence provides that a certificate may not restrict the right of an air carrier “to 
add to or change schedules * * * as the development of the business and the de 
mands of the public shall require.” 

This provision was included in the act before the United States had much ex 
perience in international operations. Subsequent experience, especially in cases 
where United States carriers are competing with other United States as well as 
foreign carriers for the same traffic, has shown that the competitive desires of the 
carriers and the national interest of the United States are not always the same. 
The committee may wish to consider whether this subsection should be further 
amended to require that each carrier take into account the manner in which its 
increases in service will affect not only the particular service in which that car 
rier is interested at the time, but also the welfare of the transportation system 
of the United States as a whole. A broad understanding of the services being 
offered by United States air carriers, and by foreign air carriers, and of the effect 
that might result from changes in that service is necessary to’ prevent actions 
which may actually retard the United States air carriers by reason of creating 
or intensifying restrictive tendencies on the part of foreign governments. 

Section 19 of S. 308 retains without change (as 401 (h) (1)) section 401 (h), 
authority to modify, suspend, or revoke,” of the Civil Aeronautics Act of 1938 
as amended 

It is suggested that the words “or the national interest” be inserted after the 
word “necessity” in the first sentence of the subsection. This addition woyld en 
able the Board to alter, amend, modify, or suspend the whole or part of any 
ertificate authorizing an air carrier to engage in foreign air transportation, upon 
a finding that such action is required in the national interest. 

Section 19 of S. 308 includes a provision for a new subsection (401) (h) (3)) 
empowering the Board, under specified conditions, to order an air carrier to 
make reasonable extension of its existing service (including foreign air trans 
portation), provided such extension is required” * * * for the maintenance of 
cooperative relationships between the United States and any foreign country or 
otherwise to further national policy; * * *.” 

In supporting the proposal, the Department suggests that an appropriate pro 
ision be added which would empower the Board to order cancellation of such 
extension, if required, should the basis for the original order cease to exist. 

Section 23 of S. 308 amends paragraph (2) of section 416 (b), “Exemptions,” 
of the Civil Aeronautics Act of 1938, as amended. It is recommended that section 
116 (b) be further amended by the addition of provisions permitting the Board 
to exempt foreign air carriers (as well as United States air carriers) from the 
equirements of title IV, where such exemption of foreign air carriers is in the 
national interest. 


TITLE IV-A AIR CONTRACT SERVICE REGULATION 


Subsection 450 (b), 450 (e), and 452 (b) appear to indicate that air contract 
service is limited to the carriage of commodities only, whereas the term as de- 
fined in section 6 of S. 308 expressly refers to the carriage of persons. It is sug- 
gested that appropriate amendments be made to reflect the intent of the com 
mittee 
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Subsection 450 (b) and 452 (b) require that copies of contracts for air con 
tract service be filed with the Civil Aeronautics Board. 
While it is recognized that the drafters of the bill probably did not wish to 


give more favorable treatment to foreign air contractors than to United States 
air contractors, the committee is requested to take into account the undesirable 
consequences of requiring foreign air contractors to file copies of their contracts. 
Particularly in cases where citizens of one country are applying to the govern 
ment of another country for authorization to do business, the contracts entered 
into by such citizens are considered as of such competitive business significance 
that a requirement that they be filed with the regulatory authorities of the other 
government would be. considered as competitively untenable. Therefore, it is 
recommended that the United States should not establish a requirement which 
could induce foreign governments to establish retaliatory measures which United 
States citizens engaging in business of the nature of air contractors would find 
detrimental to their business. 

Section 454 (b) (1) and (2) authorizes the Civil Aeronautics Board to grant 
certain exemptions to United States air contractors. 

It is recommended that section 454 (b) (1) and (2) be expanded to permit 
the Board to exempt foreign air contractors as well as United States air con 
tractors from the requirements of title I[V—A, wherever such exemption of foreign 
air contractors is in the national interest. 

In addition to the specific amendments to the Civil Aeronautics Act of 1988, 
as amended, which have been proposed in S. 308, the Department recommends 
that the committee consider further amendments to the act, as follows: 

Section 402 (b) empowers the Civil Aeronautics Board to issue a permit to a 
foreign air carrier if it finds that such carrier is “fit, willing, and able properly 
to perform such air transportation and to conform to the provisions of this act 
and the rules, regulations, and requirements of the Authority (Board) here- 
under, and that such transportation will be in the public interest.” 

The Department recommends that the text of section 402 (b) be deleted and 
the following substituted therefor: “(b) The Board is empowered to issue such 
a permit (1) if it finds that such carrier is fit, willing, and able properly to per- 
form such air transportation and to conform to the provisions of this act and 
the rules, regulations, and requirements of the Board hereunder, and that such 
transportation will be in the public interest, or (2) if such air transportation is 
covered by an agreement between the Government of the United States and the 
government of the foreign nation in which such a carrier is organized, and if 
such carrier has been designated by the government of such foreign nation for 
the operation of the service agreed upon.” 

The above-suggested revision would empower the Board to issue a permit if 
either of the two alternatives are met. 

It is suggested that a provision be added to section 501 (c), requiring that 
eligibility for registration must be established to the satisfaction of the Civil 
Aeronautics Administration, and in accordance with regulations established by 
the Administration, particularly when the aircraft previously was registered in 
a foreign country. 

It is also suggested that section 501 (e) “suspension or revocation” should 
authorize Administration action not only for any cause which renders the aircraft 
ineligible for registration (the requirements of which are specified in section 
501 (b)), but also when the aircraft has been used in a manner detrimental to 
the national interest. Such authority would enable the United States to take 
appropriate action to prevent the continued operation of an aircraft which might 
be used by its United States citizen owner, or by a charterer or lessee, in activ- 
ities of an illegal nature or of a nature contrary to the international commit- 
ments of the United States. 


TREASURY DEPARTMENT, 
Washington 25, D. C., April 25, 1955. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D.C. 


My Dear Mr. CHAIRMAN: Further reference is made to your letter of January 
13, 1955, requesting a statement of this Denartment’s views on S. 308, to amend 
the Civil Aeronautics Act of 1938, as amended, and for other purposes. 

The proposed legislation invalves matters primarily within the jurisdiction 
of other agencies, and the Treasury Department, therefore, does not wish to 
comment on the policies and merits of the proposed legislation. There is, how- 
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ever. a technical comment which the Department would like to call to the atter 
tion of your committee. 

Section 22 of the bill would amend section 406 of the Civil Aeronautic Let 
of 1938 to require repayments of subsidies under certain conditions It is sug 
vested that the sentence beginning on line 24, page 1%, of the bill and the sentence 
beginning on line 7, page 21, of the bill be amended to read as follows: “Any 


such repayment by an air carrier shall be deposited in the Treasury by the 
Board, and shall be credited to the appropriation from which the payment was 
made.” This change is recommended (1) to provide that the Civil Aeronautics 
Board, as the administrative office, account for repayments by air carriers under 
the program and (2) to identify clearly the appropriations which would be 
eredited with such repayments. 

The Department has been advised by the Bureau of the Budget that there 
is no objection to the submission of this report to your committee 

Very truly yours, 
W. RANDOLPH BURGESS, 
leling Necretary of the Treasury 


FEDERAL COMMUNICATIONS COMMISSION, 
Washington 25, D.C... February 16, 1945 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington 25, D.C 
DEAR SENATOR MaGNusSON: This is in reply to the request of your committee 
for the Commission’s comments on S. 308, a bill to amend the Civil Aeronautics 
Act of 1938, as amended, and for other purposes. 3S. 308 is identical to certain 
provisions of S. 2647, introduced in the 83d Congress, and concerning which the 
Commission submitted comments to your committee by letter of May 25, 1954 
The provisions of S. 2647, which it was felt might result in certain jurisdictional 
conflicts between the Commission and the CAA, have not been included in S. 308 
The Commission appreciates the opportunity you have give us to comment on 
this bill. However, an analysis of the provisions of S. 308 indicates that the 
enactment of this bill would have no substantial effect upon the operation of 
this Commission or upon communications activities subject to our regulation 
sv direction of the Commission : 
GEORGE C. MCCONNAUGHEY, Chairman 


FEDERAL TRADE COMMISSION, 
OFFICE OF THE CHAIRMANS 
Washington, D. C., April 22, 1956 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
Senate Office Building, Washington 25, D. C. 


My Drak Mr. CHAIRMAN: This is in response to your letter of January 138, 1955, 
inviting any comment this agency may care to make concerning S. 308, 84th Con 
gress, Ist session, a bill to amend the Civil Aeronautics Act of 1938, as amended, 
and for other purposes. 

There are only two provisions of 8S. 308 which relate to any of the laws admin 
istered by the Federal Trade Commission. Section 45 proposes to amend section 
11 of the Clayton Act (15 U.S. C., see. 21), and section 46 would amend section 5 
(a) of the Federal Trade Commission Act (15 U.S. C., see. 45 (a)). The amend 
ments to these acts merely substitute for the words “air carriers and foreign air 
carriers,” which now appear in these acts, the words “air carriers, air contractors, 
foreign air carriers, and foreign air contractors,” and are consistent with the 
policy of the present exclusion in the Federal Trade Commission Act and the jur 
isdictional provisions of the Clayton Act. 

The other provisions of S. 308 and their execution relate to matters outside the 
jurisdiction of this Commission and as to which this agency has no information 
which would appear to be useful to your committee in its consideration of the pro 
posed legislation. 

By direction of the Commission 

Sincerely yours, 
Epwarp F. Howrey, Chairman 
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COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D. C., June 8, 1955. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committce on Interstate and Foreign Commerce, 
United States Senate. 


a 


Dear Mr. CHAIRMAN: Reference is made to our letter dated April 27, 1955, con- 
taining comments and recommendations with respect to S. 308, S. 1119, and other 
bills proposing to amend the Civil Aeronautics Act of 1938. 

In that letter we expressed our wholehearted agreement with the contractual 
concept covering the payment of subsidy, as contemplated in both S. 308 and 8. 
1119, primarily for the reason that it provides a positive separation between 
rates and subsidies, and leaves the matter of compensation for the carriage of 
mail, passengers and cargo within the Board’s ratemaking functions where it 
rightfully belongs. Furthermore, we expressed the view that, in the event such 
provision is adopted by the Congress, the element of subsidy thereafter would be 
regarded in terms of amounts instead of rates as a matter of financial support 
for the purpose of maintaining an industry in the national interest and, hence, 
there no longer would exist the necessity for having the consideration of Such 
amounts being brought within the Board’s realm of a quasi-legislative judicial 
proceeding. Since the reasons underlying our support of such a concept were set 
out in detail in our report of April 27, they need not be repeated here. For rea- 
sons stated therein, we also expressed agreement with that portion of the 
amendment dated March 23, 1955, amending S. 1119, which provides for the 
creation of a Subsidy Administrator to be appointed by the President and to be 
administratively responsible to the Chairman of the Civil Aeronautics Board. 

We recently received an informal request from your committee counsel to sub- 
mit a draft containing a few pertinent elements which, in our opinion, should be 
embodied in the legislation as the bases for the contracts contemplated by the 
law. Accordingly, we suggest the following substitute for those portions of S. 
308 and 8S. 1119 entitled “Subsidy Payments for Essential Air Transportation,” 
which propose to authorize the Civil Aeronautics Board to enter into such con- 
tracts with the subsidized air carriers, retaining, of course, the amendment cre- 
ating the office of Subsidy Administrator. However, it is suggested that the 
latter, instead of amending section 201 of the act, be used as an introduction to 
the subsidy section of S. 308, beginning with subsection (e) at the bottom of page 
17 through paragraph (2) on page 19 of S. 308, as follows: 


“SUBSIDY PAYMENTS FOR ESSENTIAL AIR TRANSPORTATION 


“(ey (1) There shall be a Subsidy Administrator who shall be appointed by 
the President, by and with the advice and consent of the Senate, and who shall 
receive a salary of $ - per annum. The Subsidy Administrator shall be 
administratively responsible to the Chairman of the Board. 

“(2) The Subsidy Administrator shall be provided the necessary staff to enable 
him to perform the duties prescribed in this Act. In addition thereto, he shall 
have access to all information and material presently available at the Board and, 
to the extent practicable, he shall have access to the Board’s legal counsel, air 
transportation specialists, accountants and auditors, together with the further 
authority to engage consultants whenever deemed in the public interest for the 
purpose of developing special studies relative to subsidy carrier operations in 
particular and air transportation subsidy problems in general. There also shall 
be made available to the Subsidy Administrator copies of all reports furnished 
to the Board, including special and routine investigations: Provided, That such 
additional investigations may be instituted at any time found necessary to meet 
his particular requirements. 

“(3) The Subsidy Administrator, in conformity with the general policies of 
the Board, is empowered, upon petition of any air carrier, in the interest of 
encouraging the development of an air transport system properly adapted to the 
present and future needs of the foreign and domestic commerce of the United 
States, of the postal service, and of the national defense, to make an offer or offers 
on behalf of the United States to such air carrier to make payment in such 
amounts as are necessary to enable such air carrier, under honest, economical, and 
efficient management, properly to perform the air transportation authorized by 
any certificate or certificates of public convenience and necessity held by such 
earrier. Such offer may be accepted by the air carrier concerned by agreement, 
in the form and manner specified by the Subsidy Administrator in the offer, 
(A) to continue to furnish the air transportation to which the offer relates for 
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the term thereof, and (B) when so directed to repay to the United States any 
sum which may be found due and owing the United States pursuant to para 
graph (18) of this subsection. Such acceptance when filed with the Subsidy 
Administrator together with the offer to which it relates, shall constitute a 
binding contract between such carrier and the United States for the term speci 
fied in the offer, not less than three nor more than seven years. Payments under 
this subsection shall be made out of funds appropriated to the Board for this 
purpose. Each petition filed under this subsection shall state in detail the amount 
of payments the petitioner needs in order to effect the purpose of this sub 
section, and the petitioner shall have the burden of proving such need. 

“(4) Such contract shall provide that the amount awarded shall not exceed a 
sum estimated to be necessary to enable such carrier, under honest, economical, 
and efficient management properly to perform the air transportation authorized 
by any certificate or certificates of public convenience and necessity held by such 
carrier ; and such amount shall be predicated upon the fair and reasonable cost of 
operations incident to the type of service performed, based upon a comprehensive 
review of all items of income and allowable expenses submitted by the applicant 
and verified by appropriate audit. 

“(5) Such contract shall clearly indicate that the payments awarded there- 
under are designed for the purpose of promoting the Nation’s air transportation 
system as set forth in the declaration of policy of this act, and not necessarily 
for compensation covering any particular segment of the service. In consonance 
with such policy, it shall be the duty of the Subsidy Administrator to determine 
the level of assistance to each carrier applicant, to administrater the subsidy 
program and to develop all means available to reduce subsidy requirements by 
scrutinizing at all times the financial condition and operations of such carriers 
toward the end of assisting them as quickly as possible to attain self-sufficiency. 
The carrier shall at all times keep the Subsidy Administrator fully apprised 
of any and all of its proposed major changes in its financial structure, equip- 
ment, and activities which would have an effect either directly or indirectly upon 
its subsidy requirements. 

“(6) The present economic regulations of the Board, including any sub- 
sequent amendments thereto, together with the Board’s uniform system of 
accounts issued thereunder, shall be complied with to the extent of their effect 
upon subsidized carriers. 

“(7) The Subsidy Administrator shall prescribe the policy with respect to 
the elements of the investment base, used and useful in the air transportation 
industry under honest, economical, and efficient management allowable for com- 
puting the rate of return. 

“(8) In computing subsidy requirements of an air carrier, profits from the 
sale of its capital assets used and useful in the air transportation industry shall 
be considered to reduce the subsidy support. Likewise, net income, whethér in 
equity or otherwise, from investments of any kind, including notes, debentures, 
long-term advances or stock in subsidiaries. affiliates, associates of whatever 
classification in excess of a rate determined by the Subsidy Administrator on 
the original cost of investment shall be considered as other revenue and applied 
in the reduction of the total subsidy need. 

“(9) If, in the event of a change in operations pursuant toa Board order which 
results in a decrease in a carrier’s anticipated net income, the Subsidy Adminis 
trator shall find, after consultation with the Board, that the subsidy provided in 
this subsection is in any respect inadequate as a result of such extension, he shall 
grant whatever additional subsidy he determins to be necessary for that purpose, 
and the contract may be amended accordingly : Provided, That in the event such 
a change in operations shall increase the carrier’s net income there likewise 
shall be an appropriate reduction in the original contract amount. 

“(10) In the consideration of allowable expenses to subsidized carriers, the 
salaries for personal services paid to a director, officer, or employee by said car- 
rier, its affiliates, subsidiary, or associates, must be approved by the Subsidiary 
Administrator, and in no case shall such salary exceed the sum of $25,000. The 
term ‘salary’ shall include wages and allowances of compensation in any form 
for personal services. 

“(11) The Subsidy Administrator shall establish, maintain, and promulgate to 
the subsidized air carriers all items of expense which may not be allowed for 
subsidy payment purposes. It also shall be his duty to formulate whatever 
standards are deemed necessary respecting the various types of activities and 
related expenses incurred by such carriers under honest, economical, and efficient 
management which properly may be allowed in considering their subsidy needs 
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“(12) The amount of such subsidy shall be determined on an annual basis, shall 
encompass the overall need of the carrier in its air-transportation activities and 
shall be paid in periodic installments: Provided, That such carrier has performed 
services during the period originally forecast 

“No such subsidy shall be paid until the carrier has furnished satisfactory 
evidence of its intention to follow a clear and concise capitalization and deprecia- 
tion policy, including residual values of aircraft equipment and other major 
property items used and useful in the air-transportation industry as prescribed 
by the Subsidy Administrator and/or the Board. 

“(13) At the end of each year during the term of the contract period, the 
Subsidy Administrator shall compute the amount, if any, which is due to the 
United States from the air carrier concerned in the following manner: The total 
poyments received by the carrier under the terms of the contract shall be added 
to all other revenues accruing to the carrier during the term of the contract. 
From this sum there shall be deducted all allowable charges and expenses under 
the contract, including taxes, properly allocable to the performance of the trans- 
portation contracted for, including the amount found necessary to assure the 
earrier a fair return under honest, economical, and efficient management as 
determined by the Subsidy Administrator, and the remainder shall be the amount 
due from the carrier, but in no case shall such amount exceed the total amount 
of payments made under the contract. Any such repayment by an air carrier 
shall be made to the Treasurer of the United States, and shall be credited to 
appropriations made available for the purpose of this subsection. 

“(14) It shall be the duty of the Subsidy Administrator to impose such addi- 
tional special contract provisions which, in his judgment, will lead to a final 
stabilization of the subsidized carriers and adequately protect the interests of 
the United States. 

“(15) Any dispute concerning a question of fact arising under this contract 
which is not disposed of by agreement shall be decided by the Subsidy Adminis- 
trator, who shall reduce his decision to writing and mail or otherwise furnish a 
copy thereof to the carrier. Within 30 days from the date of receipt of such copy, 
the carrier may appeal by mailing or otherwise furnishing to the Subsidy Admin- 
istrator a written appeal addressed to the Civil Aeronautics Board, and the de- 
cision of the Board shall be conclusive: Provided, 'That if no such appeal is taken 
the decision of the Subsidy Administrator shall be final and conclusive. In con- 
nection with any appeal proceeding under this clause, the carrier shall be afforded 
an opportunity to be heard and to offer evidence in support of its appeal: Pro- 
vided, further, That parties to such appeal proceeding shall be limited to the ecar- 
rier and/or its representative and the Subsidy Administrator. 

“(16) During the pendency of proceedings to determine the amount of payment 
to any air carrier under this subsection, the Subsidy Administrator is author- 
ized to make an advance, out of funds appropriated for the purpose of this 
subsection, to such carrier upon a showing that the need for such an advance is 
essential and urgent.” 

it will be noted from the above that payments are not limited to those car- 
riers holding a certificate authorizing the transportation of mail in air transpor- 
tation, as proposed in 8. 308 and 8.1119. The reasons substantiating our recom- 
mendation for such omission were set forth in our letter of April 27, wherein we 
suggested that the provisions of 8. 308 be amended so as not to require that a 
carrier hold a mail certificate to become eligible for subsidy payments. We added, 
however, that it should be made clear that the mere issuance of any type of cer- 
tificate does not carry with it a bona fide right to a claim for subsidy. Further- 
more, we suggested that by issuing a certificate of public convenience and neces- 
sity without regard to what types of traffic are authorized by such certificate 
the Civil Aeronautics Board would have ample power to control carriers eligible 
for subsidies. 

In the aforementioned substitute amendment we also have omitted the phrase 
“without regard to capital gains or capital losses,” appearing in both S. 308 and 
S. 1119. In our previous report we suggested that a capital gain, measured in 
terms of sound accounting principles, should be regarded as “other revenue” 
and, conversely, capital losses, when computed upon a reasonable basis, likewise 
should be regarded as an allowable item in the determination of elements to 
be underwritten by the Government. Also, in our suggested substitute there has 
been eliminated the phrase “one-half of the remainder, without recomputation 
of income taxes, shall be the amount due from the carrier * * *,’ for the reasons 
stated in our previous report. In this connection, we remain of the opinion that 
a carrier requiring Federal aid should not be permitted to retain any portion 
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in excess of an amount enabling it to operate under honest, efficient, and economi- 
cal management, particularly in view of the fact that such aid guarantees such 
carrier a fair return on its investment. 

In our opinion, by giving effect to the foregoing suggestions which, of course, 
are not all-inclusive—since it is assumed that the Administrator will incorporate 
such special conditions as may from time to time be required—the carriers should 
be in a position to receive a sufficient amount of financial support and, at the 
same time, the Government will be protected against the possibility of unwar- 
ranted expenditures under the subsidy program. 

We appreciate the opportunity of furnishing these additional comments and 
recommendations, and you may be assured that we stand ready to render any 
further assistance deemed desirable by your committee. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States 


INTERSTATE COMMERCE COMMISSION, 
February 15, 1955 
lion. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D.C 


DEAR CHAIRMAN MAGNUSON: Your letter of January 13, 1955, requesting com 
ments on a bill, S. 508, introduced by Senator Bricker, to amend the Civil Aero 
nautics Act of 1938, as amended, and for other purposes, has been referred to 
our Committee on Legislation and Rules. After careful consideration by that 
committee, I am authorized to submit the following comments in its behalf: 

This bill pertains to a subject which has little connection with the duties ot 
the Interstate Commerce Commission, and we are therefore not in a position 
to express a helpful opinion as to whether its enactment would be desirable 

Editorially, however, we wish to call your attention to a printing error on 
page 38, line 23, of the bill. It would appear that the heading of the section 
should read “Civil Penalties,” instead of “Civic Penalties.” 

Respectfully submitted. 

RicHaArD F. MITCHELL, Chairman, 
Howarp G. FREAS, 
KENNETH H. TUGGLE, 

Committee on Legislation and Rules 


CANAL ZONE GOVERN MENT, 
SALBOA HEIGHTS, CANAL ZONE, 
OFFICE OF THE GOVERNOR, 
Washington, D. C., April 22, 1955 
Hon. WARREN G,. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce 
United States Senate, Washington, D.C. 

DcaAR Senator Magnuson: Reference is made to your request for a report on 
the bill, S. 308, to amend the Civil Aeronauties Act of 1938, as amended ,and 
for other purposes. The following comment is offered on behalf of the Governor 
of the Canal Zone. 

Application of the Civil Aeronautics Act of 1958, as amended, is extended 
geographically to the Canal Zone under the definitions of “possessions of the 
United States” and “United States” that are contained, respectively, in para 
grapbs (29) and (32) of section 1 of said act, as amended. Wowever, para 
yraph (29) qualifies the application of the act to the Canal Zone by the lan 
guage “* * * but nothing herein shall impair or affect the jurisdiction which 
has heretofore been, or may hereafter be, granted to the President in respect of 
air navigation in the Canal Zone * * *.” 

The amendments to section 1 of the act that would be made by S. 308 (see 
particularly sec. 12 of the bill) would not affect geographic application of the 
act to the Canal Zone, nor the qualification of that application referred to 
above. Therefore, no objection is seen to the provisions of S. 308 in this respect 

It is not considered within our competence to comment upon the numerous 
amendments involving technical aspects of regulation of air transportation that 
would be made by the subject bill. 
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The Bureau of the Budget has advised that there is no objection to the sut 
mission of this report to your committee. 
Sincerely yours, 
W. M. WHITMAN, 
Assistant to the Governor. 


Senator Monroney. We are very deeply appreciative of the wi 
nesses appearing before us. ‘The first witness that we have sche due 
today is Mr. Hardy Maclay and Mr. Stanley Weiss, of North America 
Airlines. 


STATEMENTS OF HARDY MACLAY AND WILLIAM BURT, ON BEHALF 
OF NORTH AMERICAN AIRLINES 


Senator Monroney. Would*you state your name and the title you 
hold and your company. 

Mr. Mactay. I am Hardy K. Maclay, a director of North America: 
Aircoach System, Inc., and counsel for the group known as the Nort! 
American Airlines group. 

I am appearing with Mr. William Burt, who is also a counsel for the 
North American Airlines group. 

Mr. Weiss is here this morning, but the testimony is going to be give: 
by me, so Mr. Weiss is sitting back in the room. 

Senator Monroney. It will be given by yourself with the help of 
Mr. William Burt, who is co-counsel for the airlines / 

Mr. Macray. Yes, sir. 

Senator Monroney. You may proceed in your own way, Mr. 
Maclay. 

Mr. Macuay. I want to thank the committee and you, Mr. Chai: 
man, for giving us an opportunity to state our views with respect to 
the pending legislation concerning the Civ F sonnets s Act. 

As you say, the act has not been looked at by the Congress since 
its enactment for any substantial purpose. 

The act originally created grandfather carriers back in 1938, six 
teen of “the m. It also provided for Government help in the form of 
mail pay, part of which is mail subsidy, to support these carriers and 
get them started and to make this industry grow as fast as possible. 
The act also provided for the filing of certificate applications by new 
carriers, and in section 401 of the act it is stated that new carriers wil! 
be granted certificates if they make a showing of public need. 

The act also directed that this industry be « -arried on under a system 
in which there would be competition to best develop the industry. 
That is, whatever competition might be found to be in the best interests 
of expanding and making this industry grow was the amount of com- 
petition that was to be provided in the industry. 

Since 1938, as a matter of fact, no new carriers have been admitted 
into this industry in the major field of operations. That is the trunk- 
line passenger market. It is probably because of this administration of 
the act for the past 17 years that there is proposed here an amendment 
to Senate bill 1119 the purpose of which is to reaffirm what I believe 
was the original onan intent, and certainly to clarify that in 
tent that it was contemplated by the act that there should be consider 
ably more liberal right of entry of new operators into this industry. 

The testimony which I give this morning — 

Senator Monroney. For the purpose of the record is that the so 
called Magnuson amendment ? 
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carrier, certain revenues will be taken away from those airlines. Those 
airlines we have to support with subsidy. If revenues are taken away 
from them it will be necessary to have more subsidy. Therefore, the 
conclusion is we will keep people out. 

That is a very simple syllogistic sort of reasoning but in the Board’s 
position they have these two responsibilities. They were responsible 
if subsidies went up. Consequently the natural reaction on the part 
of the Board was to keep people out and not run any risks or chances 
of increasing subsidy. We believe they have been too restrictive. 

Certainly the industr y has changed to such extent that there is no 

validity whatever to that line of reasoning any more. 

I will refer to a series of 20 charts in my testimony and I ask that 
copies of these charts which I have submitted to the committee be made 
a part of the record. 

Senator Monronery. They will be made a part of the recerd and are 

follows: 
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CHART | 


Air Transportation is Monopolized 
by the Grandfather Carriers 


Since the Passage of the 
Act, Air Transportation has 
Increased 40 Times 







1938 


$31,000,000* | 


1954. §,:212.000000" 


*Commercial Revenue 








CHART 2 
Air Transportation is Me Hnolized 
Nil iranspor id ion iS Monopolizea 
by the Grandfather Carriers 


As the industry has grown 
the number of trunk 
carriers has decreased 






IG. 
trunk carriers 


13 


trunk carriers 
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CHART 3 


Air Transportation is Monopolized 
by the Grandfather Carriers 


and since 1946 the Big 
have been Getting Bigger 


Other Other 
Trunks trunks 
33.5% 26.4% 


Big 4 


Big 4 
g 73.6% — 


66.5% 





1946 1954 


Proportion of Revenue Passenger Miles flown 
by Big 4 Carriers (Amer, Eastern, TWA, United ) 
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CHART 4 


Air Transportation is Monopolized 
by the Grandfather Carriers 


The Board has Certificated 
13 Local Service Carriers 
buf... 


Commercial Revenues of Local 
Service Carriers are less than 
2.3% of Commercial Industry 
Revenue 


Total Industry Revenues *1,249,000,000 
Rev, Local Service Corriers 29,000,000 


Feeder Routes are non-competitive 
with trunks 


saurce CAR form 41S 
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CHART 5 


Air Transportation is Monopolized 
by the Grandfather Carriers ? 


The Board has Certificated 
4 new All-Freight Carriers who 
compete with Grandfather 
Carriers but... 


Freight revenues of new 
Carriers are only 1.12 of 
Industry Commercial Revenue 


Revenues - Total Industry 
New Carriers Commercial Rev. 
$14,000,000 71,249, 000,000 
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CHART & 


Air Transportation is Monopolized 
by the Grandfather Carriers 


Result— Today 96% of the 
Commercial Revenue is 
carried by the Grand- 
father Carriers 


967 of 
Commercial Revenue 





Only 4% is carried by New Carriers 
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CHART 7 


Monopoly by the Grandfather Carriers 
has stunted the Development of Air Coach 


The Grandfather Carriers Long Opposed 
the Development of Air Coach 


American said: 


'We do not believe we can 
presently engage ‘hn coach 
service... without consequent /oss" 


United said: 


"We just cannot atford to 
take the chance" 


North American said: 


"This new morket for low cost air ser- 
vice has a potentiality mam Himes 
greater than that heretofore served 
by those (grandfather) carriers" 


source Airline Industry investigation 
Hearings before Commi ttee On interstate and 
Foreign Commerce, Bl at Congres. pp Me 
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CHART 8 


Monopoly by the Grandfather Carriers has 
Stunted the Development of Air Coach 


Certificated Ist Class Fares 
are Twice as High as North 
American 


6.7¢ 


per mile 


3.23¢ 





Ist Class No. American 
Fares Fores 


source Oficial Airine Guide 
No American extibit (docket * 184; 
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CHART 9 


Monopoly by the Grandfather Carriers 
has Stunted the Development of 
Low Fare Coach 


Certificated Coach Fares are 
497 Higher than No. American 
Fares 


cents per mile 


Cer tif. 
Coach 
Fares 


No.American 4.8 


Fares 3.23 
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CHART 10 


Monopoly by the Grandfather Car- 
riers has led to Excessive Profits 


Airline profits on net worth 

are nearly 50% higher than 
for non-regulated mfg. in- 

dustries 


Air Lines 
Tet ke 

as 

Mfg. Ind. 

10.5% 
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CHART II 


Monopoly by the Grandfather Carriers 
has led to Excessive Profits 


Airline profits on sales 
are 25% higher than for 
non-regulated mfg. industries 


Air Lines 
Su a 23 
Mfg. Ind. 


43% 
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CHART 12 


There Should be New Competition 
in Air Transportation 


One Year's Growth is equal to 
the Total Combined Commercial 
Revenues of 3 Major Trunk 
Carriers 


$98,000,000 





$24,000,000 


Western 


$33,000,000 
Broniff 
$38, 000,000 
National 
increase Commercial 
in 1954 over 1953 Revenues 


3 Major Trunk 
Carriers 








CIVIL AERONAUTICS ACT AMENDMENTS OF 1955 69 


CHART 13 


There Should be New Competition 
in Air Transportation 


lf a newly Certificated Carrier should 
become the 5th Largest Carrier in ifs 
Ist year of Operation, the Grandfather 
Carriers Would Still Grow by $50000,000 
in that year 


Balance still 

Available to 

Grandfather Carriers 

$5Q.000,000 
5th Largest Increase in 
Carrier 1954 over 1953 


?48 000,000 *98,000,000 
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CHART 14 


There should be New Competition 
in Air Transportation 


Industry growth is more than 
adequate to eliminate existing 
trunkline subsidy and to 
admit new carriers 


298,000,000 
One year’s growth 


is 26 times as 
great as total 


Increase of remaining trunk 
Commercial line subsidy 
Revenue 
yr. 1953-'54 
$3,700,000 
STIRS 





Total trunkline 
subsidy 1954 
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CHART 15 


There Should be New Competition 
in Air Transportation 


Existence of Subsidy is 
No longer a Reason 
for Limiting Entry 


%, of total Rev. 
100 


75 


Commercial 
Revenue 


50 


™m 
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: Subsidy and 
ere 


1938 40 45 50 1954* 


¥1954 is the First Year the CAB has 
separated subsidy from service mail pay 
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CHART 16 


There Should be New Competition 
in Air Transportation 


Trunk Line Service*at 
Small Stations has become 
a smaller and smaller 
proportion of total service 


Small Stations 
less than 

750 passengers a month 

3 % 


1954 








1941 1947 
Big Stations . 


more than 
15,500 passengers a month 35.4% 





note-CAB has suspended 
service at 42 stations 
in past 4% years 





72.9% Ze 
*Proportion of Revenue 86.2%, 
Passenger Miles iid Gs wean an. 
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CHART 17 


There should be New Competition 
in Air Transportation 


$3.24 
ratio of 
Investment 
to 
Sales 


AIRLINES ARE NWOT LIKE 
PUBLIC UTILITIES 


Electric Utilities have seven 
times as much investment per 
dollar of sales as Air Carriers 





a *0.45 


Elec. Air 
Utilities Carriers 
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There should be New Competition 
in Air Transportation 
AIRLINES ARE $07 LIKE 


PUBLIC CITILITIES 


Public Utilities have twice 
as great a proportion 
of non-cash costs 





Electric Utilities Airlines 
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CHART 19 
There Should be New Competition 
in Air Transportation 


AIRLINES ARE WOT LIKE 
PUBLIC UITILIVIES 
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There should be New Competition 


in Air Transportation 


Making Big Carriers Bigger 


Will Not Reduce Costs 


cents 
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Operating Expense* 


* Domestic Operations in cents per available 
Ton Mile ——12 months ending june 1954 
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Mr. Mactray. Let us take a look at the industry which has developed 
under this 17 years of administration of the Board and under this re- 
stricted entry policy. 

This first chart, chart 1, shows that this industry has grown 40 
times since 1938 when the Civil Aeronautics Board was established 
and the grandfather certificates were issued. You will notice there 
in 1988 that the total revenue of the entire air transportation industry 
was $31 million. ‘Today it is $1,249 million, or 40 times as great. 

I might point out that that $31 million is less than one-third of 
the amount of increase annually in this industry ne The industry 
increases in the neighborhood of $100 million a year; so that is more 
than 3 times what the entire air transport industry was in 1938 

This chart, No. 2, shows that not only has the industry grown by 
leaps and bounds since 1938, but that the number of grandfather car- 
riers here designated as trunk carriers, has actually been ational 
from 16 to 18. The reason for that reduction was mergers that took 
place between certain air carriers. 

There is no intent here to criticize the mergers. The mergers were 
undoubtedly advisable, and mergers in this indus stry like in any other 
industry can cause an economic strengthening of the carriers involved. 
They can be used to better airline route patterns, they can be used to 
strengthen weak carriers, they can be used to take profits from certain 
parts of the industry to support parts of the industry that need sup- 
port, and they can be economically justified, and I am sure these 
mergers were. There will be further mergers in this industry. There 
is at least one that is under consideration at this time, and there will 
probably be at least another in the near future which would make 
the number of trunk carriers 11. 

My comment on this is that in an industry where you have these 
mergers and are putting economic units together and creating bigger 
units and properly so, it is also proper that there should be new units 
coming into this industry to give the industry the benefits of new 
thinking and new operators. ‘ 

Not only has the industry grown tremendously and the number of 

carriers participating been reduced, but the biggest of the carriers that 
have operated as erandfather carriers get bigger, and the small ones 
get smaller. 

This chart, No. 3, shows that the Big Four in the airline industry, 
who are very a antially larger than the other carriers, here desig- 
nated “The Other Trunks” h: ave grown from 1946 from 6614 percent 
of the total revenues to carrying 73.6 percent in 1954, while the other 
trunks, nine in number today, have been reduced from participation 
in the air transport industry from carrying 3514 percent of the total 
revenues to only 26.3 percent of the revenues. 

There was testimony before this committee which took the position 
that the Civil Aeronautics Board had certificated a great many car- 
riers, and that anyone who would criticize the Board, or criticize the 
situation generally for their being too little freedom of entry in this 
industry, was mistaken, because the figures would show that there were 
13 local service carriers who had been certificated, and this certainly 
was to show that by certificating new carriers the Board had done a 
substantial job in increasing competition in the industry. 
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This chart, No. 4, shows simply that the 13 local service carriers 
who have been certificated by the Board, carry less than 2.3 percent of 
the total commercial industry revenue. The little line on the left of 
that chart represented the proportion of the total industry revenues 
carried by the feeder carriers or local service carriers. The local serv 
ice carriers operate in local a They carry traffic between small 
points. They also carry traffic from those sm: ill points in those areas 
to the major trunk line terminals. These carriers do not compete with 
the certificated carriers except in certain isolated situations where 
there might be some competition. 

There is intended to be no competition between this class of carriers 
end the trunk line carriers. The purpose of these carriers, therefore, is 
to give local service, and also to Food passenge rs into the m: jor trunk 
line carriers. So actually these carriers, instead of competing are de 
roned to supplement the system by vetting more passengers into the 
trunk line routes. 

In addition to the feeder ¢ ‘arr iers, the local service carriers, the 
Board certificated four all-freight carriers. Here again—and here 
the little line on the left side of chart 5 is barely visil le to the human 
eye, the total revenue of these freight « carriers 1s only 1.1 percent of 
the total industry commercial revenue. This, of course, is virtually 
no competition, and, of course, such competition as it is, you must re 
member, is competing against freight of the certificated carriers, 
which isa very small portion of their total revenues. 

With this bac keround the final result is that today, out of the total] 
commercial revenues—commerc lt al revenues by the way is the revenue 
of the carriers, not including their mail pay—the total commercial 
revenue today of the entire air transport industry as shown in chart 6 
1s YO percent carrie d by the grandfather carriers. 

In gw words, only 4 pe reent of the revenues of this industry are 
earried | \ those cai riers which the Board has certificated since 1938. 

Now. let us see what some of the results have been of this policy ot 
excluding all new entrants into air transportation. 

This is chart 7. We must remember that in industries in the United 
States normally competition is the order of the day. Substantially 
every industry is conducted in this country under a competitive sys- 
tem, and there is generally no fear of competition because the merits 
and benefits of compet ition are pretty well recognized. 

One of the aspects of competition is the right of new operators to get 
into an industry. But as we have seen in this industry, new operators 
have been excluded. 

In 1949 there were hearings before this same committee—Senate 
Interstate and Foreign Commerce Committee—and at that time the air 
transport industry was in a very serious financial situation. At that 
time it was necessary to place virtually the entire industry on tem- 
porary mail rates, which as a matter of fact was a Government drawing 
account. 

The loads of the carriers had gone down; their profits had gone 
down, The amount of mail pay that they had to receive to keep them 
going was very substantially increased. 

At that time, in May 1949, at the hearings before this committee, 
aircoach had been conducted by carriers known as nonscheduled or 
irregular carriers since the beginning of 1946. Those carriers had 
been quite successful in conducting aircoach at rates substantially 
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lower than the rates of certificated carriers. At those hearings in 
May 1949 American Airlines, the largest airline - the United States 
and the larg cest at that time, stated: “We do not believe we can pres 
ently engage in coach service—without consequent loss.” 

United, another of the Big Four, said: “We just cannot attord to 
take the chance. Meaning we cannot afford to take the chance to go 
into aircoach.” 

United at that time had had a survey conducted and they concluded 
that aireoach was impossible. 

A spokesman for North American at that time—and North Ameri 
ean at that time had been conducting aircoach and in fact had orig 
inated aircoach in 1946—this spokesman said: “This new market for 
low-cost eres has a potentiality many times greater than that 
heretofore served | Vv those (meaning the ore andfather) carriers.” 

The point this chart makes, it only briefly covers that, is that the 
entire industry took the position that the remedy was in increased 
mail pay. One spokesman said “The industry will be all right if you 
give us $90,000,000 more increased mail pay.” Another spokesman 
said “Aircoach is not economically feasible. It cannot be done at a 
profit.” 

The strongest testimony with respect to aircoach was that given by 
North American and by an independent economist who had been, | 
believe, employed to make a survey for RFC at the direction of the 
President to determine what was the trouble in the airline industry 
and what RFC could do to help it. 

Those witnesses took the position that the remedy for the airline 
situation was reduced fares, expanded service, lower unit costs; in 
short, the position that North American took and the position taken 
at that time, only by people other than the certificated grandfathet 
carriers, was different from that taken by the grandfather carriers. 

I think what this shows is that those carriers who were not pro 
tected, those carriers who were not grandfather certificated, those car 
riers who were not getting subsidy, and those carriers who were simply 
coming into this market under a peculiar regulation of the Boand 
under which they were able to give a reasonable amount of service, 
those carriers took the position that the way to develop this industry 
was to vo out and gel passengers and increase the revenues of the indus 
try, reduce the unit costs, and make this industry profitable. 

Those carriers continued to conduct aircoach along with the North 
American group, and they have conducted low-cost air transportation 
ever since up to today and are still doing it. 

Today aircoach has been accepted by the entire industry, and the 
increase in the amount of aircoach transportation has been very great 
and we will come to that ina moment. 

Another thing that has happened during the 17 years since the 
enactment of the Cc ivil Aeronautics Act has to do with fares. 

This is chart 8. Today the first-class fares of the grandfather car 
riers are 6.7 cents a mile. That 6.7 cents is the 1-way fare of those 
carriers. , 

Because of some difficulties in figuring what would be the actual 
yield we took that figure ee of a figure which would give con- 
sideration to the round trip discount of those carriers. 

Senator Monronry. You don’t take into consideration the family 
plan either? 
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Mr. Mactay. No. That is the first-class 1-way fare. So it is high. 

We found some difficulty, as quickly as we h: ad to do this, to get an 
actual correct figure. That would be reduced by the family-fare plan 
and by the round-trip discounts. I believe that is all that would 
affect it. Just what the reduction would be, I don’t know. About 
5.9 I think, the figure would be. 

The North American fares shown there are the fares which we have 
propose “dL in certificate cases pending before the Board. You will note 
- it is 3.23 cents. Also those fares are about the same fares at which 

ve have Gaoiiead service in the past in our aircoach operations. 

Senator Monronry. You say “about.” Do you have that figure / 

Mr. Mactay. The yield, in 1954, the figure comparable to the 3.23 
on that chart, would be about 3.1. 

Senator Monroney. It was lower, then, than the proposed figure. 

Mr. Mactay. This ischart 9. This has to do with fares. 

Certificated, that is the grandfathers, coach fares, 49 percent higher 
than the fares that North American has proposed, namely, the 3.23 
fares. The certificated coach fares are 4.8 cents. North American’s 
are 3.23 cents. 

Senator Monroney. Is there any reduction from the certificated 
coach fares for round-trip or family plan ¢ 

Mr. Mactay. This figure is accurate because there is no round-trip 
discount in the certificated carrier coach fares and the family plan 
wouldn’t apply there. So the figures shown for North American and 
for the certificated carriers are properly comparable. 

Senator ScHorpren. Is that over any distance? 

Mr. Macuay. It is a yield figure, that is it covers all trips, all oper 
ations. 

Another result is shown in chart 10. It has been that in this indus 
try airline profits, figured on net worth, are nearly 50 percent higher 
than for nonregulated manufacturing industries. 

The industries we have taken there are industries that are used by 
the Federal Trade Commission and the Securities and Exchange Com- 
mission. I think they come out with annual statistics on the average 
figures for these industries. 

This shows that the manufacturing industries, which covers prac- 
tically every type of manufacturing, is 10.5 percent on net worth, 
whereas the airline profit in 1953 was 15.1. In 1954 I believe it was 
11.7 per cent. We used the figure for 1953 because we couldn’t get the 
1954 figures on manufacturing. 

We are centainly not object ting to high profits. We believe in high 
profits. I think the reason that chart is there is to show the incon- 
sistency of the regulation, of the philosophy that has been applied 
tc this industry. If there is to be a philosophy under which an in- 
dustry, the me mbers of an industry are to be protected by Govern- 
nient, preventing other people from competing, then there should 
also be limited profits in that industry. That is true, of course, in 
any public utility. If you are going to protect an industry by pre- 
venting other people coming in and competing, which would have the 
result of keeping profits at reasonable levels, then to accompany that, 
or rather if you are going to prevent people coming in, then profits 
should also be regul: ated. The rate of return should be regulated. 
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This is profits in the industry figured on a different basis. ‘This is 
chart 11. The profits are figured on sales. On the basis of sales air 
line profits are 25 percent higher than for the same nonregulated 
manufacturing industries. 

Here you will see that for the manufacturing industries profit on 
sales was 4.3 percent, and for the airlines 5.5 percent. Here again 
the point is made that if the industry is to be protected, then its 
profits should also be regulated. 

This is chart 12. There is certainly plenty of room in this industry 
to let new operators in. And it certainly is true that letting new 
operators in cannot possibly hurt economically any of the existing 
orandfather carriers. 

This chart shows that the increase in total revenues, the certificated 
industry, 1954 over 1953, is $98 million. Alongside that block show 
ing this $98 million increase in this 1 year are blocks showing the 
revenues of 3 major trunkline carriers other than the Big Four. One 
of these carriers has revenues of $24 million. Western <Airlines, 
Braniff, re venues of $33 million. National, reve nues of $38 million. 

One year’s growth of this industry is equal to the revenues ef three 
major trunkline carriers. Ce rtainly if a new carrier were to start into 
this industry it couldn’t start out as large as any existing carrier. It 
would have to start out on a very small basis. It would be e ompeting 
with tremendous carriers, with their business all established, tremen- 
dous organizations, profitable, knowing how to conduct their busines 
The new carrier would start very small. and he would be up against 
the competition of these very powerful carriers. The best that he 
could do would be to participate to some extent in the increase in reve- 
nues that would occur during the period following the commencement 
of operations. 

If a carrier started in this industry it would be unlikely that in his 
first year he would realize revenues as great as Western’s of $24 mil 
lions. It is unlikely he would realize revenues as great as any one of 
those carriers. Yet if he realized revenues of $24 million it would 
only be 25 percent of rr increase. It would leave $75 million for the 
crandfather carriers to participate in, in the way of increase and 
growth during that cl Of course, as years went on there would 
be more increase in the industry. And this new carrier, and possibly 
other new carriers coming in, would participate actually only in 
growth and increase in traffic. 

This is chart 13. It goes pretty much to the same point. It shows 
that if a newly certificated carrier were so fortunate that in the very 
first year of its operations competing against these existing carriers, it 
were able to carry on as much business as the fifth 1: argest carrier, the 
grandfather carriers would still have a growth margin available of 
$50 million. 

No carrier could possibly start in this industry and become the 5th 
largest carrier either in the 1st year or the 10th year, or for a long 
time thereafter. So that a new carrier coming into this industry 
would probably never participate in more than the growth, a portion 
of the growth, of the industry each year. There “would always be 
available to the existing operators a very substantial portion of in- 
dustry growth annually. 
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This is chart 14. One reason for not permitting new carriers into 
this industry that has been frequently used is the fact that the indus- 
try has been subsidized. 

As I indicated earlier, the syllogistic reasoning into which you can 
get. yourself is very simple. If an existing carrier is subsidized the 
Government must pay that carrier money to keep it going. The 
argument goes if you put in another carrier he will take some of the 
revenues. If he takes some of the revenues you will have to give 
more subsidy to this carrier. 

If there was validity to that argument in the past, which there may 
have been to some extent, the validity is gone today. 

This chart shows that the annual increase in commercial revenues, 
excluding mail pay, is $98 million. The total subsidy that is given to 
the industry today is only $3,700,000. 

Senator Monroney. You mean the trunklines? 

Mr. Mactay. The trunkline. Excluding the feeders and foreign. 
This is domestic trunklines. 

So that today subsidy in the domestic transport system is of no 
consequence whatsoever. Of course that subsidy would be eliminated 
if profits from other carriers in the industry were more evenly dis- 
tributed throughout the industry rather than some carriers having 
substantially more than they should and 2, 3, or 4 possibly not having 
as much. 

This is chart 15. This shows how subsidy is decreased as a portion 
of the total revenues. In 1938 a little over 36 percent of the total 
revenues of the industry was mail pay, including both subsidy and 
service mail pay. It was not separated at the time and it was not 
separated until 1954. 

In 1954 mail pay, service pay, and subsidy pay was separated. 
From this chart we can see that the subsidy portion, which is the little 
blue point at the lower right hand of that chart, the subsidy has been 
reduced practically to zero. The commercial revenues of this indus- 
try have grown tremendously. 

This is chart 16. Another argument that has been advanced in 
support of the position that entry ‘of new operators should be severely 
restricted, and new operators should be kept out of this business, is 
to the effect that the existing certificated grandfather carriers have 
to serve not only the large, profitable stations, but also the small, 
unprofitable stations. 

Actually there has been no evidence brought forward which can 
be said to support this proposition, that I have seen. We have tried 
to show that this argument has no merit. In determining what is 
a profitable station or an unprofitable station there are many variables 
involved. A station which might not originate enough passengers to 
indicate that it is a profitable station might for some other reason 
be a station the carrier wants to keep, or the traffic out of that station 
might not appear to be very great but it might mean that passengers 
were coming out of there which were given onward haul, which would 
be very valuable. 

So it is difficult to determine for these and other reasons the pre- 
cise profitability of individual stations. So that the best technique 
that you can use to do it is: One, to establish strong probabilities in 
one direction or the other. Namely, whether they are profitable or 
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not profitable. So what we have done is this: We took all of th 

tions served by all of the certificated carriers, trunkline carriers ‘I 
mean, and we divided them into categories by number of passenger 
destined to the station : and or igins iting at the station. We took as the 
low group. which would be the worst stations—and we do not deter- 
mine whether the “y are profits able « ‘not, but the ‘vy are the worst stations 
from the standpoint of number of people enplaned and number of 
people destined there—we broke those down into several groups. 

The lowest group was stations at which less than 750 passengers a 
month were enplaned and destined. Those stations you will see, in 
1941, stations in that category constituted 6.1 percent of total revenue 
vassenger miles of the trunkline carriers. 

In 1947 the number or the proportion of revenue passenger miles 
from those stations was reduced to 1.6 percent. 

And in 1954 the figure had been reduced to 0.8 percent; eight-tenths 
of 1 percent. 

At the same time that this was happening the proportion of revenue 
passenger miles from big stations, had increased, and here we took 
very big stations. These stations nobody could say are not profitable 
They are extremely profitable. 

This category of stations is those with more than 15.500 passengers 
amonth. That is 500 passengers a day destined and enplaned. In 1941, 
35.4 percent of the total revenue passenger miles of the trunkline car 
riers were in this category. 

In 1947 the proportion had increased to 72.9 percent. And 1954, 
the figure was 86.2 percent. 

I want to point out with respect to this chart that there are propor 
tions shown here in two directions. There are proportions from left 
to right, namely the small stations in 1941, 1947, and 1954. The pro 
portions are shown by the size of the blocks from 6.1 percent to 1.6 
pe rcent to 0.8 percent. The same is true below with the big stations 
The proportions go from left to right. However, the proportions are 
not shown by the size of the blocks from top to bottom. 

Here the proportion would be 6.1 percent in 1941 and 35.4 pore ent 
in 1941. The proper proportion for that would be about Bie to 1 and 
if the blocks were in that proportion the lower one would go, of course 
way off the chart. The 72 percent figure for 1947 would go much far 
ther off the chart, and the 86 percent one would be &6 times as big as the 
one above it. 

Senator Monroney. You are figuring the gap between the 750 pas 
sengers a month and 15,500? Isthat right ? 

Mr. Mactay. The gap between there is other categories of station 
that we had which have passengers running between 750 and 15,500 

Senator Monroney. That is my understanding. I wanted to get 
that clear. Can you give us the number of stations that were con 
sidered in those thre -e cate gor ies ¢ 

Mr. Burt. I can get it. 

Senator Monronry. Will you supply it ? 
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(The information requested follows :) 
KoTeEN & BuRT, 
Washington, D. C., June 21, 1955. 
Mr. Epwarp C. SWEENEY, 
Interstate and Foreign Commerce Committee, 
United States Senate, Washington 25, D.C. 

DeAR Mr. Sweeney: On April 26, 1955, at the hearings on S. 1119, Senator 
Monroney asked us to supply the number of small and big stations for the periods 
1941, 1947 and 1954, as set forth in Chart 16 of the presentation of North 
American Airlines. 

This chart, as you know, shows that the proportion of revenue passenger 
miles in small stations has decreased to eight-tenths of 1 percent, while the 
proportion in big stations has increased to 86.2 percent. 

The table below sets forth the proportions of passenger miles and the number 
of stations in each category for March of 1941, 1947, and 1954. 








| 1941 1947 1954 

| 
all stations (less than 775 passengers a month): | | 
Passenger mile 10, 147, 000 16, 025, 000 19, 393, 000 
Pr ion of revenue passenger-miles (percent 6.1 1.6 0.8 
Ni ver of stations 121 105 122 

Big sta is (over 15,500 passengers a month 

Passenger miles 59, 325, WU0 777, 065, 000 | 2, 193, 021, 000 
Proportion of revenue passenger-miles (percent 35. 4 72.9 86. 2 
Number of station } 23 | 49 


As you know, we believe this chart shows that there is no longer a justification 
for barring new entrants into trunkline transportation because of small station 
service. It appears to us the volume of small station service is an insignificant 
factor in trunkline operations today. 

Very truly yours, 
WiiriaM C. Burt. 

Mr. Macray. Yes, sir. There has been urged as one reason for 
restricting entry into this industry the argument that air transporta- 
tion is like a public utility. This is a very logical argument to try 
to adopt because it would be a most effective one in supporting the 
position that there should be no competition in this industry, or sup- 
porting the position at least that there should be no entry of new 
operators. 

This is chart 17. Obviously competition is, as I have said, the order 
of the day in industry in the United States. Generally speaking, no 
one is afraid of competition, and looking at it from the standpoint of 
the public, generally speaking, competition brings about the lowest 
prices, the most service, and the best service, and the reason it does is 
that people are competing for the consumers’ dollar. 

The one great exception to this is that segment of industry known as 
the public utilities. Obviously if in one kind of industry you are going 
to have competition and freedom of entry—which is the normal order 
of the day—and in another segment of industry you are going to keep 
everybody out except one operator, or possibly in some industries all 
except a few operators, the answer must lie in the economic charac- 
teristics of the industry or the technilogical characteristics of the in- 
dustry, and that is true with respect to public utilities. 

Actually air transportation does not have one single characteristic 
that is a characteristic of the public utility industry and which is one 
of the factors as a result of which competition is limited or prohibited 
in the public utility industries. 
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This chart shows that the ratio of investment to sales—chart 17—in 
the electric utilities, is $3.24. That is, for every dollar of sales in the 
electric utility industry, there is $3.24 invested. 

For air carriers, there is 45 cents. So the ratio is 45 cents to $3.24. 
For every investment of 45 cents in the airline industry there is $1 of 
revenues. That figure of 45 cents is about the same as for ordinary 
manufacturing industries. 

This is chart 18. Another characteristic of electric utilities is the 
fact that cash costs in the electric utility industry are lower with 
respect to total costs than is true in other industries. In other words, a 
very large proportion of costs in the electric utility industry are inci- 
dent to the high investment. They go to depreciation of that very large 
investment. 

So here again, in the airline industry, because of the small invest- 
ment, comparable to other industries, the cash costs are in high pro- 
portion to total costs. 

This chart shows that public utilities have twice as great a propor- 
ions of noncash costs as other industries, or as the airlines. 

This chart, No. 19, is designed to show why competition is feasible 
in the airline are and necessary, and why it 1s utterly unwork- 
able in the electric utility industry. 

On the left you see a picture of an electric utility plant. You will 
see that that electric utility plant is tied by electric conduits, wires, 
and lines to all of its customers. That conduit, lines and so forth, are 
investment of that utility. The plant is investment. That invest- 
ment, you will note, is absolutely fixed and immovable. It can be 
used for one single purpose, and that is to get electricity to its custom- 
ers in the area and to nobody else, and that investment can’t be moved, 
it cannot be used for any other purpose. 

On the right you will see an established airline at the top, with : 
number of air planes flying for that airline. 

The investment in airline operations is in ground facilities and air- 
planes. The ground facilities consist of their ticket offices and some 
investment possibly at airports, although most of the airport invest- 
ment is public investment. It is there for the benefit of all airline 
users. 

The investment in airplanes is highly fluid. The airplane is the 
greater portion of the investment. Airplanes can be used to fly any- 
where. They are not fixed and set. They can be sold. They can be 
used on other routes. They can be leased. They are wholly unlike 
the investment in the electric utility industry. 

From the standpoint of competition let us just assume that someone 
wanted to compete with the electric utility. Let’s see what he is faced 
with. 

The electric utility, of course, is serving every customer in the area, 
and everyone in the area, for all practical y purposes, is a customer. 
Electricity is a basic essential today. Every house, every plant, every 
user of anything uses electricity. So every customer is tied to that 
electric utility by physical investment. 

In the airline industry that is not so. In the airline industry you 
have a fluid market. Let us say a new airline wants to start operating. 
He opens a ticket office, he gets some airplanes, and he can start oper- 
ating. He does not have to rely on customers that are tied to another 
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airline by a substantial investment or anything like that. If he start 
operating and offers service at about the same price as the other air 
line some customers will come to him, some will 2o to the other airline. 
But that cannot happen with the utility because if this new com 
petitor wants to come in, what he must do to serve those same people 

build himself an electric utility just like his competitor. He has 
to put in the same amount of money and the investment is tremen 
dous He has to put up his wires, his telegraph poles, his conduits. 

Where does he have them go? He has them go right to the very 
ame houses, the very same plants, and the very same users that the 
electric utility is already serving. Obviously there is a duplication of 
nvestment there which is utterly wasteful. No consumer can use 
both electric utility companies, and to have two sets of everything 
roing into the house and the plant isas wasteful as anvthing could he. 

In the airline industry could there be any wasteful investment ? 
The answer is “No.” Let us say that the established airline is operat 
ing and making money. It forecasts an increase in traffic. What does 
tdo? It gets itself some additional airplanes, and it gets enough addi 
tional airplanes so that it believes in the very reasonably near future 
those airplanes will be profitablv emploved. 

Now let us sav that another airline decides that it wants to come 
into the market. What doesit do? Its management does precisely the 
same thing that the management of the old airline does. It looks at 
the market. It forecasts. It savs there is a need here for an additional 
earrier, or there Sa need ere Tol additiol il service and I will get air 
planes—will start serving. That airline starts operating and it takes 
the traffic that will grow and that trathe is carried by that airline and 
there is 1 lupheation of estment because the investment of that 

irline will very quickly be fully utilized in air transport service. So 
there is no waste. there is no duplication of investment. 

Che point s I Ss. e1ect! ut ties are a natural monopoly. The 
reason thev are a natural mo! opoly is because the lowest cost service 
the maximum numbe? 
of people. To have any other person compete and duplicate that in 


ly cause 


7 \ i t | I Ty (Tl “eryes 
vest t [ a) t \ Stel i; al { ( GO wasteful Cah on 


It is just the opposite in the airline situation. In the airline situa 


‘ mpetitor might give better service to his small portion 
f the market that he starts serving. He might teach the old airline 


| do better, too. Competition in the airline industry brings 
ost te nsumers. Competition in the electric utility 


stry brings about higher cost to the consumer, and here is why: 

W he this e\ operator threatens to come mnto the electric utility 

istry, because of ts fh mvestment and its low cash costs, and 

the fact that it can defer profits if it so sees fit, for those reasons the 
lity can immediately drastically reduce its prices. 

If new electric util ty u reatens to come into the market the exist 

g electric utility can shove its prices way down and it can keep them 


there for a substantial period of time, without suffering any cash 

losses, which would effectively discourage any possible competitor 

from putting in the essential investment to serve the identical cus 
rs. So people stay out of that market. 

In that industry, obviously, since the electric utility has the economic 

power to keep competitors out, it can exploit the public. It can reduce 
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its rates today when somebody threatens to come in, but when that 
chap is completely discouraged, since it has all the customers and 
ince everybody has to have electricity, they can immediately shove 
their rates up just as high as they see fit. Of course if they shove their 
rates up as high as they see fit, some would-be competitor is going to 
think about coming into the market. So the oby | olution to the 
problem is regulation of rate of return. 

~ But when the agency that is regulating utilities goes to the utility 
and says: “Look, we are going to regulate your rate of return because 
otherwise you will exploit the public,” the utility is perfectly justilied 
nh saying: “All right, if you are going to regulate my rate of retu 


you are telling me that I cannot earn what 1 could otherwise ear I 
vou let me alone. And if you are going to do that 1 am entitled to 
1 rote tion from competition.” 

. So the other part of the argument is that the electric util ty thi 
elven protection against other people coming Into it market, \ 
through this protection the objective of low rate ind good service 


ichieved in that type of industry. It is hot true wm thea rline industry 
because in the airline industry there is no reason for colMpelilLion to 
be kept out, and there is every reason, as in substantially every othe 

wlustry, to keep competition in, because in the airline industry you 
can get the benefit of competition, whereas in the utility industry you 
cannot, 

Another thing about the public utility industry is that when a 
utility puts its investment in its plant it has to put in a plan which 
is substantially larger than it will need in the immediate future. That 
is, if it is going to serve a certain number of customers, a certain num 
ber of kilowatts today, it will put in a plant which is capable of pro 
viding many more kilowatts of power. 

The reason for that is that the public utility industry is one of 
ubstantially decreasing costs. That is, as it utilizes its investment 
more and more fully, the cost of giving each additional unit of service 
is substantially decreased, 

That is one of the reasons, one of the characteristics of the utility 
industry which makes it essential for the most economical service and 
the lowest cost for one utility to serve the entire area, because by do nye 
o it can serve it at lower costs. . 

If in the airline industry it were true that the larger a carrier got 
the lower would be its costs, then there would be some merit in eX 
cluding competitors on the grounds that if you would give all the 
increased business to the existing carriers they could reduce their costs 
and then they could reduce their fares. That would be in the public 
interest. 

But that is not so in the airline industry. Once a carrier gets to a 
rather small size, as a matter of fact, costs are not decreasing. They 
stay the same. , 

And you will find in the airline industry that there is no correlation 
bet ween size and costs. 

The two carriers on the right of this chart No. 20 are Northeast and 
Colonial. Those carriers are extremely small. There are certain char 
acteristics of those carriers which are not at all relevant for purposes 
of this presentation which adequately explain their higher costs. 
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Eliminating those two, looking at all the rest of the carriers on 
chart 20, you will note that Eastern Airlines, which is the third largest 
carrier, has the lowest costs, 

You will note that Capital Airlines, which is seventh in size, has 
costs lower than American or United, which are the two largest 
carriers, 

Continental Airlines, which is the t hird from the righ t, and whic hi 
is the third smallest carrier in the industry, has costs which are lower 
than TWA, Delta, Northwest Airlines, carriers which are third, 
fourth, und fifth in size. 

Continental’s cost ippeal from that chart to be a little lower even 
than American. the largest carrier inthe industry. 

In view of the fact that making the existing carriers bigger can- 


not result in reducing their costs, and of the fact that follows that 
there is no reason to think that it will = in reducing the ir fares to 
the public, there is nothing to be oan d by kee ping other people out 
of this industry if the result is simply to make the existing carriers 
larger. 

So that the annual increase in air transportation revenues, amount 
ing to about $100 million a year, which we have referred to, is there 
and available for use to let eed 1. do what it can for this industry. 

Of that $100 million, part of it ean be ke pt for the existing industry, 
part of it can be used to let new carriers come in and develop new ideas 
and let this industry have the benefits that come from relatively reason 
able entry into industry by new operators 

There is one further point that is us ed to justify the virtual prohi 
bition of entry of new operators into this ohne. and that is that 
there is competition between the existing carriers, and this is true. 
The Board has granted extensions of routes to various existing car- 
riers and in many instances there are places where two carriers are com 


peting over substantially the same routes. Competition by existing 


- 


ers does not get the competition that can be gotten from this in 


carriers 
dustry by letting new operators in. 

It Is a well known fact that in all industries much of the benefit 
of competition comes from the threat of new people coming in. Exist 
ing operators, who are virtually guaranteed their market and who are 
protected in a sense Oy agreements and so forth between those carriers 
which are approved by the Civil Aeronautics Board, of which there 
are many, is a rel: atively gentle type of competition, and that is true 
in this industry. 

I believe it can be said without any doubt that had there been any 
threat of entry of new oper ators in the coach field in 1949, the testimony 
of the certificated carriers very likely would have been ‘different than 
it was. If it had se n felt at that time that a carrier who was specializ- 
ng in aireoach, who was not going to be vabeidined and who was going 
to develop the low cost passenger market was going to get into the in- 
dustry on a certificated basis, I am positive that the existing carriers 
would have come to the same conclusion that the noncertificated car- 
riers came to, namely, that the future of air transportation lay in low 
fares. 

But they didn’t need to do that. The certificated carriers were ade- 
quately protected in their routes, they had subsidy to rely on, and they 
were in a position where they didn’t have to go out and develop low 
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fare service. The carriers who were not so protected | had to de ‘velop 
that in order to make any money in air tr: ansportation, 

So aircoach, the greatest development, probably, in air transporta- 
tion, certainly in the last decade or so, and the one that has contributed 
most to the financial welfare of the very certificated carriers who op 
pose entry of new operators, was deve loped not by this great certifi 

cated industry which shoul have deve loped it, it was developed by 

‘arriers who had virtually no proper operating rights, and the reason 
they deve loped it was that they were not protec ted. Toa certain extent 
the situation at that time was a freely competitive situation. 

There were dozens of so-called nonscheduled carriers, and they were 
out after business, and they got the business, and they taught this 
billion dollar industry that the w: iy to develop air transportation was 
to go out and sell passengers, 

The certificated carriers were years behind the times. I believe that 
is all, Mr. Chairman. 

Senator Monroney. Senator Schoeppel ? 

Senator ScHorrret. No questions. 

Senator Monroney. Senator Bible? 

Senator Braue. No questions. 

Senator Monronrey. Senator Payne? 

Senator Payne. No questions. 

Senator Monronry. Could you give the committee a little bit of 
your interpretation of this Amendment C, how it would work ? 

Mr. Macray. The legislative history of the Civil Aeronautics Act, 
which is covered in the memorandum I referred to, which was sub- 
mitted by Senator O’Mahoney last year, covers the legisl: itive histor y 
of the act and it concludes, and I think no one has ever answered that 
memorandum and come to an opposite conclusion, it concludes that the 
original Civil Aeronautics Act intended that there be relative freedom 
of entry into this industry. 

This amendment, 1 believe, is simply a means of reaflirming what 
the original intent was, and of clarifying that intent, because the Civil 
Aeronautics Act today has virtually become amended as a result of 
ugency-made law. 

The decisions of the Civil Aeronautics Board, not only have pro 
hibited entry and restricted entry of new operators, but they have in 
fact resulted in agency-made law under which today it will be impos 
sible for anyone to get into this industry unless Congress takes steps 
to indicate clearly that this prohibition against entry was not orig 
inally intended and certainly, with the industry developed to the extent 
that it is today, should not be continued. 

Kven though the act might have contemplated the Board’s properly 
prohibiting entry during ‘the infant stage of this industry, it should 
be made clear today thi tt with this industry, one of the country’s eco 
nomic giants, there is no longer need to protect the existing air carriers 
in the ‘industry, and that the benefits of competition should now be 
brought into this industry to the maximum extent possible, princip: ally 
through entry of new operators. 

Senator Monroney. In other words, the amendment does not take 
away the decision of the Board. It merely reaffirms the opinion of 
the Congress that we should have a competitive situation in our air 
transportation industry ? 
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Mr. M ACLAY. Yes. J believe it does this, LOO, Mr. Chairman. You 
will note that the Board has never decided on the basis of an analysis 
of the economic characteristics of this industry that there should be 
limited entry. 

The Board has never decided, on the basis of economic analysis, that 
this industry is like a public utility, which is the only kind of an 
ndustry in which entry should be prohibited. 

All the Board has done is refused to let people into this industry, 
and during the early periods I would say the reasons for it were that 
the indu try was so ittle and it was supported by Government subsidy 


that we mus keep everyone out in order to get it going as best we Can. 


That is certainly as far as the act ever intended entry to be restricted. 


It intended, I think, as was stated in the small-business committee 
report under Senator Thye’s committee, it was stated that the act 
contemplated protec tion until the 1 ndustry vot on its feet. Then when 
t got on its Teet there sho ld he rioht ot e netry of new opera tors. 
Senator Monroney. This creates a separate type of certificate as 
supp! lemental service air carrier which can be limited, and different 
from the ge neral permanent certification under the grandfather clause / 
Mr. Macnay. ‘The amendment to which I am speaking, amendment 
C, aioid ipply to section 401, and would apply to regular certifica 
tion. That is, it would not be the supplemental service which is in the 


other amendment introduced by Senator Magnuson. 

Senator Monronery. That is the one that I have before me. I 
th ought oT C was the one. I have been advised there are two 
mH) irked * 

Mr. Ma acLAY. I think that the other amendment, Mr. Chairman, is 
somewhat of a recognition that the Board has refused entry to anyone 


on a fully certificated basis. In view of the fact that it has been im- 
possible for anyone to get in as a full-fledged certificated carrier, that 
other amendment C is an amendment to try to get in on some lesser 
basis. 


My own feeling is that the way should be open to put carriers in 
who can operate just like present carriers—fully certificated service. 

Senator Monroney. With subsidy ? 

Mr. Mactay. No. I don't recall just how it is written, but I am not 
sure that it has anything to do with that. I] don't believe it does. J 
don’t recall how it was written. 

Mr. Burr. I has no effect on subsidy at all, one way or the other 

Senator Monronry. That would be left open to the Board to decide 
in certifying any new carrier, that they would certify as to their 
permission to operate without subsidy or with subsidy as the finding 
may be determined. 

Mr. Mactay. I believe that is right. 

Senator Monroney. Do you consider this amendment C, the March 
23 amendment, as being mandatory on the Civil Aeronautics Board, 
that they must certificate a carrier unles they find that the applicant 
is not fit, willing, and able to perform such transportation properly ? 

Mr. Mactay. I believe it is a strong indication to the Board that its 
past prohibition on entry is not intended to continue. Of course, it 
cannot be mandatory, really, because the Board has to reach a decision 
based on many facts, and a long record of economic facts. 

Senator Monroner. The economic facts would be absolutely neces- 
sary, would they not, to find that a load exists that would be possible 
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to provide new entry without disrupt ng or throw ne into a del { 
yoxit on the Government on sub ily ¢ 
Mr. Macnay. Yes. 


Mr. Burr. Senator, I don’t think that the su 


IbsidVv problem a 
erlous problem in the area in which we are talk ne, wh Ch is the 
lomestic trunkline subsidy. It virtually disappeared. 

What this bill does, as I read it, j merely to give emphasis to the 


ompetitive aspect of air transportation mm a tronger way than 
the present bill does. 

It gives recognition to the benefits of new entry into the busin 
isa way OF promoting competition, and it creates a sort of presi 


tion in favor oft competition, rather than a presumption agaimst it 


[It is a shift in emphasis within the same essential framework of the 
Civil Aeronautics Act as now drafted and operated. 
It is me rely amatter of changing en pha isin the bill. 
Senator Monroney. But you still feel there would bi finding of 
nomic necessity or need for the operation ¢ 
Mr. Burr. Ye 
Senator Monroney. ‘There is no erandfather proy on that her 
i. line that is operating and it is automatic, without showing 2a need 


ror publ c convenience and necessity 

Mr. Burr. We don’t think, with the growth in this industry. that 
t takes a great deal of effort to make the finding of public convenience 
ind necessity. But the finding should be made in the trunkline 
( ld, | mean the finding’ should be made, 

Senator Monroney. Senator Schoeppel / 

Senator ScHorrren. No questions. 

Senator Monroney. Senator Payne ? 

Senator Payne. No question , 

Senator Monroney. Senator Bible / 

Senator Braie. No questions. 

Senator Monronry. We thank you for vour testimony in tl 
atter. Do you have anything further / 

Mr. Burr. Mr. Chairman, you asked for the number of stations on 
Chart 10. I have them for the stations that generated and received 


1 


less than 750 passengers but not for those over 15,500. May we submit 
the entire fioures for the record 
Senator Monroney. Yes, submit that for the record at that point 


oo 


n which the chart was being discussed. Committee Counsel h \ 


/ 


question. 

Mr. Sweeney. Would you have new carriers eligible for subsidy in 
thi ime manner as other carriers by having them authorized to cart 
mail, or would you continue the present practice of not certificating 
them to carry mail as a means of not making them el go ble for 

idv ? 

Mr. Macnay. I don’t consider subsidy of any importance in the 
domestic picture. My own view would be that the subsidy is eln 
nated. That is probably the correct thing to do. 

Mr. Burr. For domestic trunklines 

Mr. Macnay. Domestic trunkline 

Mr. Swreenry. You would make the trunk carriers ineligible for 
future subsidy ? 

Mr. Macnay. I would. 


62505 ve ‘ 
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Mr. Sweeney. That would require a further amendment that you 
har iol vet proposed ¢ . 

Mr. M CI \y. Our only terest is the major iu oblem. We didn’t & 
into the other question. 

] > 

Mr. Burr. Mr. Sweeney, under this bill, of course the Board—it 
doe nt change the authority of the Board to make the new carrier i 
eligible for subsidy merely by not certifying it for the carriage of mail. 
So that under amendment C the Board would have the choice of mak 


ng a carrier eligible for subsidy by certificating him for mail, or not 
making him eligible for su sidv by not certificating him for mail. 
Senator Monronery. Your testimony last year also was on the fact 
that new carriers could be certificated for a particular or peculiar 
type of service, such as aircoach service. Do you still hold to that pos: 
tio! or do you feel that your particular case should be broadened to 


i 


include all types / : 

Mr. Maciay. Our position is this: Any certification, I believe, should 
be on a fully certificated basis. The reason for that is this: Certifiea 
tion of a carrier under which the carrier is limited through artificial 
means to doing son ething less than the carrier is capable ot doing, ls 
not economical. In air transportation in particular, maximum utiliza 


tion of your equipment is essential to economic operation, Also any 
limitation that might, for example, cause a carrier to use equipment 
that is not as 2@ood as the newest equipment, - uneconomic. The lowest 
ce equipment 1s the hghtest plane you can bury. It is well worth any 


one’s money to go out and buy a plane for 82 million rather than using 
oO! for $100,000 because the unit costs of operat on are so much lowe) 
restriction on an operator which causes him to furnish less ser 
ice than he can justify by public 
make his service less sat sfactory, and only for one purpose. The only 
possible purpose is to prevent him competing adequately with the 
other carriers, Which is the very thing I think is needed. 

I think any carrier that is certificated should be permitted to operate 
to the fullest possible extent, and that is where you get the benefit of 
compet ition and the benefits flowing from new entry into this industry. 

But if you are going to hobble a competitor then from the stand 
point of the public you are doing no good, even though you are help- 
ing him vet into the business. 

Senator Monronry. Thank you very much. Are there any further 
questions? If not we appreciate your testimony Mr. Maclay and Mr. 
Burt. Weare glad to have you with us. 

The next witness is Mr. William Barclay Harding, chairman of the 
Aviation Securities Committee, Investment Bankers Association of 
America. 


demand, will inerease his costs and 


STATEMENT OF WILLIAM BARCLAY HARDING, CHAIRMAN, AVIA- 
TION SECURITIES COMMITTEE, INVESTMENT BANKERS ASSO- 
CIATION OF AMERICA, ACCOMPANIED BY WILLIAM B. MOSLE 


Mr. Harpine. I appreciate the opportunity of appearing before the 
conn iittee, | would like to introduce Mr. Mosle. my associate, who 
is Ussist ng me, 

Miy name is William Barclay Harding. I am chairman of the Avi 
ation Securities Con mittee « f the Invest) ienht Bankers Association ol 
America. The IBA isa voluntary unincorporated trade association of 
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investment bankers and security dealei who underwrite and eal 
all tvpes of securities. It was organized in 1912 and has operated 
continuously since that time. 

As of \pril 1, 1955, our assoetat re had 7961 embers enoaged hn one 
pliase or another ot the SPCUPIEL l) hess jh the | hiteadd Sst 
Canada. Our 796 members hac, idadition to ther main off 
reaistered branch offices. We th ben members with either niain o1 
branch offices in practically all parts of the country. 

[ am appearing today to testify IMport of sugwgestions for any 
ment of the ¢ vil Aeronautics Act, which are olfered by the uA 
Securities Committee of the IBA, one of 24+ committees of our asso 
emtion These SuUYVeSTIONS abe enpwoodte Ih AMIE Talent Ie la LI! 


whieh amendment was printed on March 25, PDodo, and cireulated with 
senator Magnuson’s bill it his reques 

senator NMIONRON! ¥% | beheve i % ould De a Yoo en t tl Pol if 
to mention that we have already Incorpo ited in the record amendment 
Ik of March 23. 1955. to which you are testifving 

Mir. FLARDING. We wish to ¢ Xp - Oli ippreciation to the Sse tor 
{oO} iis courtesy in permitting Oul eM ALLOr Q-| \ ( 


sideration mn This manner. 


Before going further, | would like te make it clear that the member 
of our association are called upon tO raise Cap tal for a ' er ol 
enterprises, and for hnhumierous COMpahles W that each of thr riot 
boa tries that comprise the American business commun vy. Phere 
fore, the association must refrai ire! 
wh ire 1 daispule between | dustries, and eo 


CO idly, the policy of the IBA int { [ lhe { leo 


has been to take an official position ONLY Ol Mattel Vinteh a 
affect the business in which its members are engaged. As we are not 
directly engaged in air transportation, the recommendation 
re making do not carry the official endorsement of the IBA gover 
board 
Vhe members ot the committe wi 1d hi Sponsor the recomunena Ons 


which are embodied in amendment E to S. 119, 2 

William Barclay Harding, chairman, Smith, Barney & Co., Nev 
York City; Maurice H. Bent, Merrill Lynch, Pierce, Fenner & Beane, 
New York City; Henry W. Cohu. Cohu & Co., New York City; 
Richard W. Courts, Courts & Co., Atlanta, Ga.: Hugh Knowlton, 
Kuhn, Loeb & Co., New York ( ty ; Salim L. Lewis, “ur St 
(530i. New York City: Donald N. Me Donnell, Blyth & Ais New York 
City; Richard W. Millar, Wilham R. Staats & Co.. Los Ange! 
Cal f.; Cortelyou L. Simonson, Morgan Stanley & Co... New York City: 
David L. Skinner, Harriman Ripley & Co., Inc., New York City; 
Murray Ward, E. F. Hutton & Co., Los Angeles, Calif. 

While air transportation is among our Nation’s most important 
industries, it is among the smallest users of the machinery of the 
investment banking industry. The total amount of new capital 
raised publicly by investment bankers for the air transportation in 
dustry in 1953 was $3,684.434, and in 1954 the figure was | than 
$300,000. 

This is due, in part, to the fact that the capital requirements of the 
airlines are small in relation to the volume of business done, because 
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ground facilities can be leased, in most instances, and flight equip- 
ment, which rapidly amortized, lends itself to short-term debt fi 
0 Neverthe ess, many airlines are underfinanced and would 
raise additional capital if they could do so on favorable terms. ‘The 
fact that they cannot do so is, in our opinion, due in large measure to 
regulatory procedures which are eae rsome and restrictive as to 
profits. ‘To meet cash needs, the airlines are forced to retain earnings, 
and, as a result, air transportation securities om been notoriously 
poor dividend — and on ily the securities of the strongest trunk- 
line operatol Joy general public acceptance. 

The forego ng condition have been taken under consideration 
by our committee. In June of last year the committee issued a study 


entitled “‘Loeal Service Air Trai sportation and Metropolitan Heli 


opter Services.” While this study was primarily concerned with 

two smal ind relative 1} new segments of the air ti ‘ansportatl on in 

C f le ie study also makes certain recommendations for 
eritatl 1) res. 

At this point I would like to show you the report to which I have 
made reference. I believe it was sent to every senator on this com- 
miittee. It has also been incorporated in full in the hearings before 
the Committee on Interstate and Foreign Commerce of the United 
metates Senate, d id Conoress, second sess on, on ®. 2647, revision of 
Civil Aeronautics Act, 1109-1142. 


While our report contains 1] specific recommend: itions for improve 
ment in regulation of air transportation, not all of them require 
amendment to Civil Aeronautics Act. Some of our ideas have been 

ted to take into account comments received after t he report Wis 
distributed. Other iIncip les 1 which we espous sed appear to be re 
flected in Senator Ma onus on’s excellent bill, S. 1119 and I may also 
say in Senator Bricker’s bill. Therefore we are limiting our recom 
mendations at this time to two proposals which we think would facili- 
tate the financing of air transport companies if adopted. 

SummMary of recomme ndations: First, we recommend that section 
106 be amended to provi de for the appointment of a subsidy adminis 
trator who would administer air transport subsidies under rules to be 
prescribed by the Chairman of the CAB. The purpose of this recom- 
mendation is to pene the procedure for handling financial arrange 
ments between the AB and the subsidized carriers, as well as to 
relieve the Board as a whole from many time-consuming activities 
now related to the de termination of the amount of compensation to 
be pal id to the individual carriers. As a safeguard, we have provided 
that the negotiations can be thrown ae into the hearing process, 
upon formal request of any of the parties concerned. 

[It is our view that.as long as subsidy is required it should be admin 


istered in a businesslike manner, and we do not believe that this is 
likely to come about until t] ibbshitbloation' él wieder wetted the 
hands of a sn ole resp ble official hay io” at least equal status to 
that of a ¢ ] Aeronautics Board mem] 

Secondly, we suggest an amendment to clarify the meaning of se 
tion 408. This section of the act has been interpreted so narrowly that 
negotiations between car s have become extremely difficult. The 
intent of ou prope l amendment is to oive th carriers more freedom 


of action 1 votiat vith each other, it beine our view that the 
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earriers themselves are best able to work out arrangements \ will 
reduce the amount of sub ily pa ad the ar is! { 

It is, of course, recognized that the Board must have full power to pre 
ent the onsulMmation of wy i ( | | ry ( LO 
the public interest. 

The Civil \eronautiecs Lect fund unentally sou Cot Olt tee 
helieves that the Civil Aeronautics Act of L938 fundan tally sound, 
and we believe that changes in this basie leg@islatic hould be held to 
a minimum Poo much tamper vy W th) sic | lati y 
regulation of ahi Industry inevitably lends to lo of co ide) 2. il 
not possible for carriers to make forward com (ments or for banke 
fo finance, ¢ favorable terms, when confidenee in an \ ln 

J Wi trust that th pa sage ol the les slat ow unde CO erg 
tioh W ld spel the atmosphere of uncert unity \\ ( i rounded 
the air transport industry for quite a long time. 

Chis uncertainty has been particularly hard on the subsidized ea 
riers, Which are encouraged one day by such development the ps 
sage of legislation granting Ol ie of them per hnanent cel heates, and 
threatened with extinction, another day, by the elimi of 
priations necessary for their survival. 

Ll) Cone lusion,. we by lieve that Our reconiinel lsat Ons W I]. iti | ypted, 
simplify reg ilation, reduce the role of Government in manacement 
decisions, fa litate financing and generally conti hute to the d velop 
ment of a sound air tr nsport industry free of subsidy. 

si or Monroney. Thank you very much, Ma. Tardis 

Senate » O ppel ¢ 

Senator S EPPEL. No questio 

» itor Monroney. Senator Payne ? 

sel ] | YNI No 1] Ons 

te, \IONROD Se] rv Bible / 

C r Br No rect 

5 } Mi \ N VO ! il } 

Yo ! iD re | comp] i nao { i 
] Lia d by Senate M uson 4 

Mir. Harpine. Ye iE 

Si mM ronry. Would ( y} ‘ 
istrator plac th wWds OF O Ll I ! ‘ 
mm’ Vel ub ly cy elit VI i | { tt 0 Liie 


Civil Aeronautics Board 4 

Mr. Harpine. Not under the proposal wv h we have ule. be 
‘ause any party would have the right to app the decisis to the 
Civil Aeronautics Board as a whole and throw the determination of 
the amount of subsidy back into the hearing pros 

Secondly, the administrator of subsidy which we ecommend be 
appointed would be guided by rules which would be publicly a 
nounced by the chairman of the Board, presumably after consultation 
with his fellow members. So the result would be that the entire detea 
mination of the compensation of the carrier would be according to 
rules in the clear light of day instead of left in a confused hearing 
process which very few people can understand. 

Senator Monroney. Mr. Sweeney ¢ 

Mr. Sweeney. Mr. Harding, with regard to that last point, why do 


you wish the rules under which the subsidy administrator will act to 
be prescribed by the chairman and not by the five-man Board itself? 


! 
4) 
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Mr. Harpinc. We don’t feel strongly on that point. I imagine 
either would be Sat sfactory. We had in mind that the chal rman 
ould announce the rules. He might announce it on behalf of the 

Board. 
Mr. Sweeney. On page 6 of your statement you speak of the admin- 
be ng on al equal status with men ibe ‘rs of the Board. Do 


you meal that he would bea presidential appointee ¢ 
Harpinc. A presidential appointee, and receive the same rate 


of pay. 

i . . 

Senator Monroney. But his authority would be prescribed really 
by the Board, by the rules set forth by the chairman or by the Board 
itself ¢ 


Mr. Harprnc. They would preserib some cuiding principles for 
him to follow. He would be an administrator, that is correct. But 
the carrier, in negotiating with the administrator, would do it on a 
traight ACYVOSS the t ible | usinesslike arrangement. 

Mr. SWEENFY. | am hot clear why he needs to be other than an emi- 
plovee of the Board. 

Mr. Harptnc. I think he needs more status. An employes of the 
Board in negotiating with a earrier can never spea ik in the name of 
the Board. Essentially the emplovee is in the position of negotiating 
the carrier down to the very minimum. If vou look at the record of 
earnin OS of the local se rvice carriers you can see that the employees 
of the Board have succeeded very well. 

When a earrier goes into his negotiations with the staff—I am 
talking now about the present system of regulation—after he goes into 
the negotiation with the staff he is sworn to secrecy—it is a secret 
negotiation. It is not appropriate for him to discuss his financial 
problems with any member of the Board. Therefore he is unable to 
deal with the people who are making the final decision except through 
the back door. aan his highly imprope r. 

The carrier, especially if he is a small carrier and impoverished, 
very hesitant, if he is not happy about the decision reached, to ask 
for a hearing before the Board bee ause the Board will gener: ally be 
guided by recommendations of the staff and the odds are against 
him ; 

This works a hardship on the smaller carrier compared with large 
carriers who are staffed with executives who spend their lives doing 
this. So the smaller carrier, as the record of earnings of carriers will 
show, has a very low margin of profit as compared with the larger 
subsidized carrier. 

The arrangement whereby the carrier could sit down across the 
table with an administrator and discuss his business problems, and 
negotiate the amount of compsensation, would in a sense be very com- 
parable with what happens in the Department of Defense, and which 
works very well. The Department makes a devision that a certain 
kind of airplane or a certain kind of bomb is to be procured. The 
manufacturer can go to the Defense Department and talk to the 
people who are responsi . le for the payments that he receives. He can 
= to the Secretary of Defense, if the issue is important enough, 
or to the Secretaries of the individual services. But in the case of the 
Civ “i Ae ‘ronautics Board, under the present hearing process, the car- 
rier who is concerned about his compensation is not able to talk to 
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the members who are determining what hi rate of pay Is going to be 
unless he asks fora hearing before the Board after the staif has gotten 
through with him. 

Even when he gets to the Board he doesn’t know who is making 
the decisions. He has five people that he has to appear before. Some 
may be sympathetic and some may not. We do not consider that a 
Du sinesslike procedure. 

Furthermore, the determination of the subsidies is mostly made 
retroactively. As you know it sometimes takes as long as 9 years to 
reach a determination. Many times the carriers close their financial 
tatements with footnotes to their financial statements saying that 
they think they have earned this or ths at much money but they don’t 
really know because many decisions are pending affecting what may 
happe n. 

Often the y get se ‘ttlements which m: vy come sever: al years after _ e 
vear in which the y have ear ne “d the partic ular amount of money whie 

paid to them. They can’t go back and re-do their finane ial state 
ments. So the general accounting procedure is to put these adjust 
ments into surplus accounts, with the result that their financial state 
ments show even worse results than have actually occurred. 

Our feeling is that if this process could be speeded up and put on a 
businesslike basis with negotiations between carriers and a responsi- 
ble administrative official, the result would be a much more orderly 
procedure, much less chaos, much less expense, and, in brief, a greatly 
simplified regulatory process. 

Mr. Sweenry. Turning to your proposed amendment of section 408 
with regard to acquisition of control, would this permit a carrier to 
acquire a second carrier and then go to the Board within 30 ai ays and 
ask permission, ask approval of that acquisition ? 

Mr. Harptne. Yes. 

Mr. Sweeney. In such a situation would it not put the Board in 

difficult — to undo what the carriers had already done? In 
other words, they would be in a position of having to undo or break 
up by their order a merger that had in effect been consummated 
the parties. 

Mr. Harpine. That would not be unusual. It has happened before. 
There have been a number of instances in which carriers have been 
charged with having obtained control of other carriers without the 
approval of the Board and have been ordered to divest themselves 
of those acquisitions. I remember a particular case in which the 
Atlas Corp. had acquired control of Northeast Airlines and they 
the same time had control of an aircraft manufacturing company. 
The Board found Atlas in violation and ordered the company first, 
to divest and later trustee that interest. Atlas was not permitted to 
exercise the control it had purchased. 

There are ways and means of solving the problem to which you 
refer. The purchaser must, of course, take the risk of any penalties 
which may result. 

Mr. Sweeney. At the present time an acquisition in advance of 
approval, I understand, id illegal, or is contrary to the provisions of 
the act. 

Mr. Harpine. That is the way the law is now being interpreted. 
The law does not specifically say anything about prior approval. The 
law says that the Board has to approve an acquisition but there is noth- 
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the law that says that the Board has to approve the acquisition 
before the negotiations take place. or before they are consummated, 
‘| ie tende V has been to interpret the law so technically that under 
present conditio Learrier which enters into a verbal agreement with 
nother carrier could be accused of violating the law. 
That is why ve fT ! t! elal fication is needed. We do not fee] 


that Congress ntended the tay to be Interpreted the way the CAB 
ov nterpreting ‘. 


Actually if the law were interpreted the wav we think it was meant 


i 
to be Wy terpreted. t}) sugeested ime! 1} Tt { would not he necessary 
all. It does not change the lay n any respect as we see It. But 


} ° 


ve do think that over a per od of 15 vears or so the precedents of 
terpretation have a way of cluttering up the flexibility with which 


L particular provision of law might be nterpreted. 

‘| ! th) s case the 1] terpretation ot section 408 would be clarified by 
the amendment which wv e have suggested. 

Mr. Sweenry. Thank you. 

senator \MIONRONI zs Lre thi re any further questio S¢ 


{ No response. ) 


Senator Monroney. If not, we thank you very much, Mr. Hard 
ng, for your testimony. 

Mr. Harpine. Thank you, Mr. Cl 

Senator Monronry. Mr. S. G. 7 Ipton, eeneral counsel for the Air 
Transport Association of America. 


} may pr ceed in your own wavy. Mr. Tipton. 
: : ; I 


STATEMENT OF S. G. TIPTON, GENERAL COUNSEL, AIR TRANSPORT 
ASSOCIATION OF AMERICA 


Mr. Tirron. Thank you, Mr. Chairmai 


My rit S.G. Tipton. I am general counsel of the Air Trans 
nort Association of Ameri The iation includes in its member 
hip pract lly all of the certificated scheduled airlines of the United 
Stat This n ides the | se uirlines, domestic trunk air 

nternatio ' ne operating to and within Alaska, 
hiawa | Puerto Ri I) ldition, w represent the three certifi 
ted helicopter o}7 ni eir operations in the areas of 

| Angeles, Chi oO. Ni York 

We appre iate thi portunity to present the views of the asso 
at ind its members with respect to the important legislation pend- 
ng before the committee. We appreciate the continuing interest of 
this committee in our problem 


Last year we appeared before the c« — e and pees testi 
mony with respect to S. 2647, the McC: 1 bill, which would have 
revised the Civil Aeronauties Act of 1938 cc i letely. Our 


testimony 
wa extensive, containing complete factual 


analyses of the major 


prob ylems presen ted 3 . that legislation. This testimony was supp! e- 
mented by several extensive studies of questions which were raised 


during the course of the hearings. At the close of those hearings the 
staff of the committee prepared, and Senator Bricker presented to the 
Senate, an aviation study which provided a most useful summ: iry and 


analysis of the evidence which we and other witnesses before the com- 


mittee had presented. The staff’s study also contains a draft of a sub- 
stitute for the McCarran bill. 





y 


™~ 
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‘| he pro\ isions ot this draft are explained Mn foot: oles a OMLpaly 
ing practically every section of the bill. Senator Bricker’s bill, S. 
308, is practically identical to the substitute bill as it appears in the 
statl’s study. Senator Maenuson’s bill. S. 1119, has many of the same 


provisions but. it differs from the substitute in some respects. In view 





of the ¢ xtensive te timony contained in last year’s record and the very 
complete analysis of this testimony which is contained in the statl’s 
studv. it will not be necessary for us, in these hearings, to vo into 
EL h length or Into such detail. Iuast year” record ts complet on most 
of the issues presented by S. 308 and S. 1119, and we hope that the 
committee, in studying this legislation, will refer to last year’s record 
as well as the one which W il] be made IN) these current hearings 

Mr. Chairman, I was a little embarrassed, after having written that 
tatement about our statement not FOINg into such lenoth when IL. or 
pleting the statement, found that it covered 30 pages. But I be 


Ait} ’ , ‘ 
lieve the committee will see that we are bringing in new material and 


] 
| 


Ain 
discussing new issues, and are relying for the most part upon the 
factual data presented in last year’s record. 

The testimony of Mr. Maclay, who was just before the committee, 
dealt with an amendment which had been presented by Senator Mag- 
nuson, amendment C, which amends section 401 of the Civil Aero- 
nauties Act inthe respects that he deseribed., 

Since that testimony has just been presented, and since in my opinion 
it has introduced lmpressions before the committee which are com 
pletely erroneous, I would like to step out of order as far as my own 
statement is concerned and discuss that amendment first, rather than 
proceeding down through the various issues of the bill as I had planned 
to in my statement. 

My discussion of that particular amendment appears upon page 23 
of my statement, and I will not only include the material there but 
also discuss some other factors which, as I say, will be designed to 
eliminate erroneous impressions which Mr. Maclay’s testimony left 
as far as the certificated airlines are concerned. 

First, I would like to talk about the meaning of the amendment. 
I am unclear as to the meaning and effect of the amendment, and | 
am not made any more clear after hearing the description of that 
amendment by Mr. Maclay. 

There seems to be one thing that is certain, however, in the amend 
ment, and that is that it abandons, clearly and completely abandons, 
the standard which has voverned the issuance of certificates in the 
present law, the standard being the public need. 

The Board is required to find that there is a public need for the 
service before authorizing a new air carrier by certificate. By rever 


Ing, or putting a reverse twist on the existing language, it is made 
plain in my opinion that the public-need standard is no longer the one 
which would govern the issuance of certificates. The Board would 


no longer have to find that the service was needed to meet the obi ectives 
of the act in order to issue a certificate. 
That amendment is justified upon several grounds, ! ground being 
that the legislative history, of the present law indicates that there 
hould be liberal freedom of entry—that the amendment actually 
changes to a very slight extent the actual intention as far as thi 
present law is concerned. I think a review of the legislative history 
in both House and Senate at that time will demonstrate that one of 
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the important considerations that the Members of Congress had i 
mind was that the air carrier or air carriers on a particular route 
ld have some security, as Congressman Lea referred to it at that 
time, in their routes. That statement was repeated by Senator Me- 
Carran. the draftsman in the Senate, before this committee last year 
when he sald that a carrier should have some security in his routes, 
but “not too much security,” was the way he pul it. 
Those men have, by their statements, which appear in the records, 
not only recently but the records of the time, shown that public need 
anted— 


was to be the stand urd under which certificates should be gr 


that there should bea pul lic need tor additional service. 

The impression left also is that by reason of a misapplication of 
the existing statutory standard down t irough the years, the Board 
has created in the present trunkline carriers a monopoly of air trans- 
portation ; that the Board has, as a pract cal matter, prevented entry 
ito this business. Actually. as the records of the committee show 
trom last vear, the Board has allowed the entry of at least 39. accord 
Ing to my recollection from the records of last vear, 39 new carriers 
into the air-transport business since the act was enacted in 1938, and 
has increased the competition on the certificated routes even within 
the trunkline system by many fold. I think we can get the impression 
of the extent to which the air-transport map has been changed by 
looking at the map as it was in 1938 when the Board started, and then 
lookin gy at it as it 1s virt ally at the present time. 

This map I have not been able to bring up to date in view of the 
shortness of time. 

Senator Monronry. We apologize for that but the committee is 
oO} ting o a rather difficult schedule 


Mr. Trpron. I understand. The fact that it was not brought up to 
date does not In any respect impair the fact that a ereat deal has been 


done to expand the air-transport map in these years. That is the way 
t! map ws 1! vos Wi he Boar tarted. Che overlay, which will 
be put up La t, will show what the map looks like at the 
eet | ! 
Chat demonstrates v t has been done to the air-transport map 
eiJod. Surely ‘ snoey lence there of a tendency on the part 
of the Board to withhold competition over the various routes within 
United States. Even this map does not show the extensive in- 
crease In competitive operations which has resulted from the estab- 
lishment of interchanges between various carriers that operate along 


those routes. 

The effect of those interchanges, of course, is the same as a new 
through carrier, as far as competitive operations between the terminal 
point son the interchange Is concerned. 

I think since the Board has also presided over the development of 
the international system of our country it is worth while also to review 
the developments in the international field. 

Senator Monroney. Does that map include the feeder lines as well 
as trunklines? 

Mr. Trreron. It does include the feeder lines. The Board also has, 
during the years over which it has had authority to issue certificates, 
developed the international routes. Those developments, which I will 
show in a moment, have actually taken place since 1946, since the end 


of World War IT. 
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That was the Miap as it stood in 1938 hye t | Board ~ 39 \ 
idgment on their past performance with respeet to eamnpoetitic A 
wa not only their action nthe international field | t tl lame e 
Nov ] will show \ 1 the overlay. Phe Vo) 
\merican-flag air-transport svstem as it stands at the prese ent. 
owing the various competitive operations which have be tarted 
ss the Atlantic, Pacific, and in Latin America. 
In addition a most important factor is left out of t map b “ise 
would be difficult to get it on a map f even thi . { 
ie Torelen competition which operates across th Atlantic. to Latin 
America and in the Pacifie. As I recall offhand, there are 9 foreign 
irriers operating between the British Isles and New Ye - re are 3 
e Pacific; there are a large numbet ind | eannot te e num- 


operating in Latin America and the Caribbeat 
1 Ve "\ oO} ificant factor in the ecompetitiy l 0) { ch 


our Carriers are faced \ il] ] lake ItS a] } rade bout lu Whe! e 
(.erman Lutthansa start then operat on into New York. \ ill o is 
\ 


ll recall from Lufthansa’s previou record, the we on 
petent and able air carrier. We can expect very 1 ' 
tion from them. 
Ihe mnswer that Mr. Maclay wives ti the level phhient The 
mn within the air-transport system of the | nited Stat list 
w carriers were brought in the domestic trunklin \s J 
( there are many ca rs tha re brou 
system but wit! that ela Cu of dome runk 
in Say that there are no new dot * TUK TT ul 
r statement is of very limited sienificat when vo nsider 
ul eLristics ot the vst m and t CArriel 1 
opments that have t n place with r 
y rth 
( etition ha I ( m ( | 
AN O valley { ted ~ ) 
ly ( ( ) , t 
bill, but yin ore could 
( petits ( to the ¢ { i 
i! LWO ex or the ty} i ) 
La | ab The « é } } 
_ ! \\ tern \) ! | Ly eve the old t ( ! | (I 
States. In 1958 its system started out in San Diego and Los Angele 
hd went up to Great Falls, Mont., and that wa i fel hich 
could never be calculated either to evelop hto % economically strong 
operation or to provide etlective compet tion for carrie that area. 
In Florida and Louisiana we had National Airlines, a very small 
carrier Whose route was not only small but actually disconnected at the 


time the Civil Aeronautics Board Ot Tt: Like West rh iw was not 
rong to bea strong economic unit. It was roiling to use ibsicly and it 
Was going to generally be more of a burden on the public from the 
standpoint of the development of air transportat on that it was going 
to bea help. 

I would like to have the overlay on that if I may, to show what ha 
happened to those two carriers. I am taking those two carriers only 
as an example. 

There are the carriers at the present time. Neither one of them 
receives subsidy. Both of them provide very effective competition 


o 
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1 Northeast Airlines, which Mr. Maclay pointed 


rhit grip nto which no one could ret. 


dustry is violent competition 


they serve, and both of them provide an 


| if is hnhaication Of the erroneous imipres 
saying merely that there are no new trunkline 
e carriers have been transformed, they are new, 
. bi c , ; Pay . 
e\ ot l\ fron the stanapoint of the finan- 
it from the standpoint of increasing com 


1} example, which was in 
hose eal ly times and has been greatly devel 
ng to be presented with another problem of 
ery si rtly. Up in the northeastern part of the 

very mall airline, oper ne, because of the 


ata very high cost and at a very 


e present time has an applicat on before the Board 
ues that { th; f were done the general 
its 


sub- 


, 1 = ? 
would be vastly Improved, 


( l d increase col petition li the Board fincls, 
il pending, that additr niul Sery ice is needed 
Y« | rida they \\ 1] have the problem: Should 
Lor : opportunity to improve Northeast. or 
le « t} doubtful advantages of dec iding the case 
VO iy \ rier with whatever advantages that may 
he hich thev have bee esented time and 
thie Lf Whi 1 they have een presented time ane 
they have decided it, as far as the trunk lines are concerned, 
. F 1 . 4 
ft strengtnening the system rather than gambling on the 
( yf introduci vr a new carrier Just for the sake of 
e Ca EF. 


that there has not been a new car- 
trunk lines are concerned, new carriers in the freight 


le lnpression ereated that the Board has held this 
9 That has not 


1] 


‘hey have followed econonm prin iples which even in 


e sound ones. 
Ipressiol that was left which I wish to correct is 


of the statement that no new carriers have come in. 


that we do not have effective competition in this 
quite an erroneous impression. Competition in the 
In view of the fact that 
for the most part. representing all the carriers, I 


1 


expert on the violence of that competition. 


uirse to say Whether 2, 3, or 4 carriers between a pair 
equate competition or not. You cannot decide that 
tatisties. You cannot always determine when you 
mpetition. The only way you can really measure 


respect to its results. 
. very brief moment here I can demonstrate that 


ie results of effective competition in the public interest are 


rt 
i? 
t 
; 
tO] 
Ss 
t 
ent 
ti 
tho 
1 
this 


results have demonstrated that there is effective com- 


De 
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lave Compt tition which benefits the 1 | ly 
price. Let me take them one at a time. lt onnect 
let’s look at what has been done as a result of the competition in th 


business. 


Our service is reflected in the aircraft. Since the war there has been 
about $748 million spent, buying and developing the finest tran port 
airplanes that can be had. They hav baa ought in rapid sucees 
sion Anyone who has reviewed the whole scene will see what is 
causing it. One carrier will buy a piece of equipment. Hie will find 
that his competitors can beat him. He then buys anot Phat ha 
gone on in rapid succession until we now have, with the ne ‘ 
and Constellations, transcontinental nonstop service which pro 
bably the most outstanding mark of service improvement in out 
ness in recent years. 

Through the improvements 1th equipment we ive re lect | n 
provements in reliability tothe public. 

Now let me turn to price, Notwithstanding the fact that « 
cost an airline pavs has gone up markedly since 1946, the actual } 
of the gti unlike any other business that I know of 
steady and are now going down. Actually that tru ~ 

‘| he average a rline paycheck ha gyone up about ZUU ercel ree 
1938. ‘The consumer price index has gone up almost 200 percent he 


iver fare is three-tenths of 1 pr 
nit wasin 1938. And itisona downward trend. 

In the discussion ol rices we cannot overe iphasize t nt 
tion of coach service, because that is actually a lowe: 
being charged back in 1938. We have mainta ned that level an 
the class of our service, coach service, which forms about 37 percent 
of the total service offered, the price is consid ‘rrably ft 

[ should correct one figure that Mr. Maclay had on one of hi 
charts. He indicated—I can’t recall the exact figure he used to show 


re alriine passel 


? 
} 
I 

( 


the certificated carrier coach fare. In 1954 it 1.15 cents per pas 
senger mile. The overall average airline fare is 5.39. That includes 
the first-class service as well. So —e from the standpoint of service, 
and from the standpoint of price, we have clear manifestations that 


the industry is competitive, came if it had not been violently com 
petitive, no doubt we would still be operating the inexpensive surplus 
airplanes that were available in large numbers after the war, and 
the prices would be very substantially higher than they are now 

Now. as to the development of aircoach. Mr. NMacl lay laid el on 
behalf of all the nonscheduled airlines for the development of ai 
coach, and attempted to demonstrate that as fan as the then certificates 
airlines concerned, they could not have been relied Upo to develop 
that business. 


Che record before the committee last ear will show that at least 
two airlines inaugurated coach service in 1948, prior to tl earings 
that he referred to, and that the remainder of th dust: eral 


idly increased their coach service until, as [I said, it now form 
percent of the domestic service and about 50 percent oF the imternha 
tional service. 

He made the point—and actually it is the only point that he made 
in Sup ao of the pol nt of view that you need new carriers | 
nonscheduled carriers had developed the air coach bus 
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Toy Cale e record 1n very brief terms the record of the cert! 


lt ms to met it the clear refutation oj what he had to say is th 


le } t oj] ys ) Sel e ih the mnt national] held, where ther 
] 


Ie » 1 ( ecjuled operations oT the sort w uch have prevaile i 


Bar far as 1946 efforts were made to put coach service in on th 
Atlant i forts were thwarted by the United Kingdom. The 


(| ; efused to permit the American liag carrier to come 


] that low. It has been a constant fieht since that 
tin ir landing rights abroad and continue to foster th 
le i ( e that 1 was the ¢ pin on of our operat r 
\ ( nternatio il rke 
_ ral \ ! go 1t Was pos ible to di hat. The coach service, as 
| \ : ( oped to the po rw here »~U percent of t 
te 0 reoach. ‘There was no nonscheduled con 
1) 0 ‘ { i Phat was 1’ ted by the earriers holding cei 
{ eB lin the international field. 
‘ | int to tou ( this particular conne 
t \ 0 i publie utility and tha 
| i ) ‘ riy el i tne } ibhie need standard iron 
| ther words, I believe the reument runs ] ke this: Since all 
\ CV, YOu Ca ) lon the requirement that 
{ public eeq Tor fb service before he gel 


| believe Mr. Maclay did prove this: He proved that an airline is not 
ntuility. That he proved, and, of course, that is true. There 
‘7 ; 4 ] ] 


| loubt that the haracteristics of airlines and electric utilities are 
oO y al erent But roing that Tar aoe hot prove that airlines are 


7 
] publ itilit n the lewal sens 
When you review the congressional enactments on this subject and 


the d ions on tl biect, you will see Heil cterized as public utili 
ties the motor carriers, taxicabs, and, of course, the heavy investment 
utilities to which Mr. Maclay referred. 

The mark of a public utility is its public calling, the fact that it is 
affected with a public interest so that regulation is undertaken in order 
to pro. ide for ana leq late public service, 

Airlines have that mark. They have been denominated as public 
utilities and are so re oul ted because they are not pr rmitted to do as 
they please. They are required to undertake the obligations of a pub 
lic utility. They must get certificates. Once they get them they are 
Stu vi ith provi ne adceqti te sery i ‘2, The \ eannot abandon routes. 
They have their prices fixed as any public utility does. 

The important characteristic to keep in n ind is not the distinction 
between airlines and electric utilities, but between airlines. for ex 
ample, Aa d motor carrie! that have lono been regarded as public 


utilities. Of course, that doesn’t answer any question to determine 


whether an airline is a public utility or not. The question is, the extent 
to to which the publ need standard ould still govern the granting 
of airline certificates 

So long as the airlines have the public-service obligations that I have 
described: the public-need standard should still prevail because you 
canno DOSE upon in ri e or Aa motor cari 7 ror any other class 
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I public utility the binding obligation to serve, and at the same time 
ner it completely free conipetit on to operate 1n 


We had much cdliscussion of this last Ve ar, bul | VW if] make the po nt 


briefly as I can once mor that so iong’ as the nirlinge niust serve 
large volume points, and have a balan ‘ed sy stem which is for the bene 
fit of the public generally, and be bound to continue to do that. then it 


is unfair and unwise to permit other carriers to come in and operate as 
they please in the industry in competition with him, without having 
the Civil Aeronauties Board find that there is a public need for that 


irrier, and a public need for the service that he proposes to offer. 


In connection with determin ne that public need, thev can dete 


. : i ° } : on . ; 
mine whethe there is a need Tor additional Competllion 5 thev cn 


balance the competitive problem involved in that application by detet 


mining whether they are introducing competition that is actually 
infair to a carrier already bound by heavy public-service obligation 
Many things ean be investig ted during t we Con idlernad on of t} ( 


problems which would not be in any re pect of concern if the Board 


is not passing upon the question of public need. 
1 


hat concludes my statement with respect to the amendment ( 


ntrodueced by Senator Magnuso1 


Needless to say I hope that the committee will reject that ai (I 
ment and leave the existing lay itis. It has worked in providing 
ie inte compe#lition: it ha . irely reve tec {hye cit velop) ent of \ 


| 
nonopoly characteristics in the air-transport industry and has resulted 
l 


the preservation, as far as the public 1s concerned, of the finest ail 
transport system in the wo1 ld, and that is true not only in the domesti 


ervice but also in the international Service, 

Senator Monroney. Did you wish to continue with your prepared 
tatement ¢ 

Mr. Treron. I would now propose to continue with my prepared 
statement. 

msenator Monroney. We will proceed until 12:30. We have 


vgricultural appropriation bill which many members have interest i 


If vou do not con role te your statement I feel sure that we could. if 


agreeable to you, accommodate you perhaps Wednesday or Thursda 
on that portion of your statement that you do not have a chance | 
( ymplete. 

Let us continue on until 12:30. We will then be forced to recess 1 
the day. 

Mr. Trrron. I will how proceed from the part ot my statement be 
einning on page 2 


. — Wh 


The Air Transport Association and its member airlines genet 
upport both S. 308 and S. 1119 We believe that the enactment of 
either of them would result in a net improvement in air transport regu 


lation. However. we do have some comments with respect to t 
major policy questions raised by the bill, and have some suggesti« 
for amendn ent. 

Contract carrier regulation The certificated air carriers belev 
that one of the most serious deficiencies existing in the Cis \¢ 
nauties Act is its failure to provide for the regulation of ail 

ho transport persons or property by air for hire. The present 

ited contract air carrier hauls for hire, but serves a 











| ) uled. who 
{ ( tL te ( | term 
( (x y ur transp< 
1 () the « 
reguilatio 1 
| Di 1 r co I's to a 
t i 1 1¢ I \ CASE ble rat 
mad oO ie «d ! On ¢ It with t] O 
} t ( e oT comp 
vir. 1 t ( { t! Clo 
ent to the | 
| metive f effective res tie of al dustry is thwarted 
only part of the indust1 ubject regulation. The Congress 
seen fit to prov de. in the Interstate Commerce Act. for the regulati 
do so for the following 1 ure equally applicable to 
, 
| ( ! { ject t egulation, e\ 
oO! I { i on] Vay Cie 
] } 0 j ) } ( and vn] ropera ym) 1 COMM 
nT traf : } ‘ ( ) } nee with t 
( Ae) oat h pHerience 
( l 
\ ) ] ( Ler B tel Ip with 
common carrie po oO ( tra ( not! rmay Spring uy 
that the « e must beg er a 1 mtraet and ce 
il ( ce of eva j 
GO lic*¢ 
Si d. in the absence of rate regulation the contract carrier cal 
employ secret rates which he can change at will. Thus, he can pick 
the most lucrative traffic and the largest shippers and enter into con 


tracts at rates sufficiently below the tariff rates of the common car 
rier to get the business. 

Third, in the absence of limitation on entry into the field, so many 
contract carriers can enter into business and operate that both com 
mon and contract carriers will find it hard to survive in the air freight 
field, where the contract carriers will operate primarily. 

This is not a fancied fear. During the time which has elapsed 

ince 1938 many air carriers have come into existence allegedly as 
contract carriers not s bject to reculation. This has constituted 
harassment not o1 ly to the common carriers who are subject to recu 
lation, but to the Civil Aeronautics Board. which has been charged 
with the enforcement of the prov isions of the Civil Aeronautics Act. 
Some of these carriers failed. Others converted to common car 
riage and still survive. Many more will come into existence as soon 
as the present carriers develop a good air cargo business or the trans 
port aircraft market softens so as to make transport aircraft available 
at, bargain counter prices. 

In addition, the existence of a large number of contract carriers 
would result in a pattern of discrimination against the shipping and 
traveling public rather than the equal treatment required by com 
mon carriers. 





| n \ i \ \ \ ‘ — 
Me \ iO \ ( A \ ( ( 
' . - . . , a al | 
The customers of contract carrier hould be accorded the prot 
| ] | 
f at least some of the regulation now applicable to commo 


I 


tort he benefit ot I he public. 


Ve ire 
ject, and may desire. prior to the conelus on of hear 
* the commit- 


these reasons, We hope that the committee wil isvree To Thre 
mum regulation of contract carriers provided for in these bil 
at present studying the language of the bills dealing wit} 


e bills, to submit appropriate amending language, if | 

1] receive such suggestions. 

Senator Monroney. We will be glad to have it. 

Mr. Treron. The present law does provide for the regulation 
jon carriers, Whether they be scheduled or nonscheduled or 


‘their authority to operate be « omplete or restr ec. 


Board has 


[lowever, as was pointed out in detail last year, the 
posed upon irregular air carriers the same regulations which 


} 
i 


mposed upon scheduled carriers. Under section 
Board permitted certain carriers to operate without securing 
rtificate of public convenience and necessity and proving their fit 


rel 


ige in air transportation upon condition that these « ari 


116 of the act 
a 


to eng: 


ld conduct in irregular or tramp-like service. 
\MIany of the beneficiaries of this exemption hav 


e suecesstfully pro 


ervice of this ft) pe within the Board’s regul itlol However, 
ber of the exempted carriers have sought, notwithstanding the 


ird’s restriction, to conduct regularly scheduled operations between 
I" points In competition with the fully reculated and certificated 
ers already authorized to operate there. 

The Board has sought to enforce its regulation a 


] 
vwainst these car 
sly, and there 
sen one of the most violent controversies which has affected 
air transport industry in many years. Probably two-thirds of 

ommittee’s record of last year was taken up by the evidence 
ught forth by those representing both sides of this controversy as 

as the CAB. 


Surely, this committee 


They have resisted such enforcement vigorou 


i? 


to be commended for doing’ the most com 


iob of Investigating’ this controversy which has been done up to 


me, and the record of the committee is su fo ] 
imittee to settle the controversy. 
We believe that if the provisions of either S. 308 or S. 1115 
opted by the committee a oreat col tribution would be made to 
mil iting the chaotie conditions which have resulted from the 


hese two bills both include an amendment to 


il Aeronauties Act which would provide that after the enactment 


ls exemptions and the actions of the carriers under 
seCT 1 ¢ I 116 D oft t oO 


e leoislatiol the Board would he forbidden to } we exen ption 
he certificate requirement except In TWO Case Phe Ol relate 
‘operators of small aireraft under 12.500 pounds gross weight. 
Senator Monronry. What size plane would that b \ twin mote 
nea? 


\[r. Treron. Yes. 
Senator Monroney. DC—3 or smaller ? 
Mr. Treron. It would not be that big 


a 


Senator Monroney. A Beacheraft ? 


\ir LIPron. Yes. o1 atwin Cesna That i ma | a 


ae S 
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| | Oo exen | Cele 
( ted rr Chiat 





| existing certificated service 

| | further pre { xemptions which would violate 
‘ § would be t inated within 1 yeal atter 1 

ment Che bills also include an amendny 


ection 401 (f) of the Civil Aeronautics Act which is designed 


the te requirel nts for a certificate of convenience 
| ) ( ywrether appear to be de ioned tO S¢ 
rr ) y by terminat o | e exemptions u 
e] pel rie ne forthe ce tification of t 
0 1) e 4 } eed Tol then e} 
| ity ) { 
Ve eve t £ é \\ took the posit1o 
\ { { req O the ¢] | Aerol wit \ 
| be enf ( ( | f iitempt to maint 
, ‘ ! ( ! biected to severe regulat 
( } ( not subiect © 
' ti) er | ition in reeulation 
| eC { ( l adopt the first alternative 
! { the same t me making } 
a) ( nreqd rie TO} 
t Pp ad \ ) e the qual 1 uti 
1) 1| { } CO mo earrier must operat 
! eC! of rl MUuLation = Che ¢ \ 1A onautie Lect 
provi for the regulat of interstate air transportation but 
operatio f interstate ca 
| t S ¢ é ‘Os trastat Operations 
0 } I 
| : ( eT ? op d } IIs “oO fal ePNOWOS 
f vy fail to pi r Fed { ition of intrastate 
e 
No prob s exist with respect to safety regulation, since it is r 
! i I ‘ 2 F 9 
: + 34 


at safety regulation requires uniformity, 
O e Oppose the co cept of exclusive Federal control in this ar 
() the ¢ nom le, ther is stro @ reason for the prevent oO 


m ple regulation, by which I mean regulation by any or all of | 
CWS té 9 1 Ter? tori na lditio } to the Ke ideral Government. 

such ultipl regulatio) either necessary nor desirable. In 
| place, 9 pe | raf erstate in character, and St 
Oo ? lave ] oO! 0 y ] e LIT oOmimerce 

strong Nnalog I & to the na nal « racter of air tra 
portatio ud Vig ( ters, radio d e] Vision tra ] 
\ ire regulate ly by I eral Gove { 

T is ! tie ire | i ally not rmenable to | 
reculatio rh ! f evervo knows that radi 

ley Let ‘ ey ( ] | ul 4 ficanes 

Y) oO , ity ; , reorY ‘ 
C . tran | in many instances be the subject 
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The conflict bet wee} local wna Feder reguiatiol n the State of 
ifornia. for instance, has already resulted veral being 
fo the [ nited States Ss preme Court | tne Col {I { I i 
re developed shoul | be MUTI ped by ES. thre po bi CX 
the dangers of multiple regulation would bee: pare 
| ivthermore, there is no local need tor regulati ul \ I 
ot now being. met nationally Every member of ( 
that any community mn tiie United States cai indi does, make 
esires and wishes known to an administra weney of the Go 
t anel to 1ts Congressmen and Se oO} very ort o} 
rthermore, the 5 stem. of trave hye i al CAL ers ! lk L POs 
for local data to receive consideration by the Federal ag V. 
Not only is multiple regulation w essary a undesiral yu 
read ly avoided | nik the tuatio voverhing ! 
icks and buses, in which local regulation was already well estab 
hel I leral regulatlo b il \ iil OO! 
egulated almost from its incepti ry the Federal Ge 
i ne prov Oli of ] ( | oula ( S 1 ul 
0 n necessary. Therefore, the Cong faces 
Sitv OF OVertul oa well- ib] \ { local prac 
vulation of purely intrastate carri 
ers affect interstate commerce. ‘Thi rue for t 
of powe! to control intrastate rate aie} ) 
ires to the etriment of the financial conditio 1 tt \ 
ind u regulated ¢ ry into the hel lows i) 
ff potent al. 
| eve there is nd valid qui ! t¢ p ( f the Con 
ict legislation along the lines I ive her Lora | \ 
1 O the leaa questlo nvolve ) tf i ra) 
} e second s on of the 88d Conere 
M latory extension of serv Both S. 308 and S. 111! 


1 


We believe that this proposed enlargement of the Board’s power 


unwise and unnecessary, and should be rejected. Under th 


resent law a certificated air cari er has complet COMUNO! Ll ( } 
) ib lity to serve the route Fo. W Lich it is ertifi ited It 
un that service, and may be required to increase service ov 

te or to a community if the Board finds tha ts pre t service 


equate. 


it is require d to observe reasonable rates and reasonable practi 
f it does not do so the CAB may force it to change its rat 
uctices., If it wishes to abandot 1 route or a community on ( 


} c 1] ! 


d that this service imposes an undue financial burden, it cat 


this by securing the Board’s approval. 
the Board does not approve, it must continue to serve and } 
equate service. <All of these obligations the carrier undert 
spect to a certificated route. 


new provision would add to these burdens by providing t] 
rd could, over the earrier’s prot t, require the Lr’! { 
the same obligations with re pect fo a wW lv new 1 if 


provision is not clear, and it probably cannot 


xtent of a route exte} on vy } Hh ee ] I requ ( | ‘ 
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reupe 
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r rrier to add a new point o1 

et the addition of an entirely new 
oe 

intl I al I * oblicvations WUDpo! 


-_ i 
to the tatutory obligations w tl 


ted yut it s too much to ask a 


portion of youl 
( ent time for you to come hack 
the Civil Aeronautics Board. the 


tment of ID ‘nse coming before 


eet Ww th vou at the col venience ot 


ittee Will adjou n until 2 p. m. to 


a liourned., to recon 





CIVIL AERONAUTICS ACT AMENDMENTS OF 1955 


WEDNESDAY, APRIL 27, 1955 


Un » OTA So] 
COMMITTEE ON INTERSTATE AND ForetGn ComM1 
SUBCOMMITTEE ON AVIATION, 
b} om. 

Che subcommittee met, pur init to adjournment iw 2: We D. Mm. BF 
room (i—1b6, United States ¢ ap tol. Senator A. S. Mike Monroney 

hairman of the subeommittee ) presiding. 

Present: senators Monroney {presiding ‘ 13 ble, Ne hoeppel. wha 


Kdward ( bs sweeney, aviation counsel. 
Senator MONRONEY. The Subcommittee on Aviation will be in 


! | order, 
We are favored today with the distineuished cha rman of the ( vil 
\eronautics Board, Mr. Ross R zley. We appreciate, very n 
your appearing befor the committee on this short notice and com 
iodating us in this study of the Magnuson and the Bricke1 


We would like to have Vou proceed lt VOUr OWN Way, 


STATEMENT OF ROSS RIZLEY, CHAIRMAN OF THE CIVIL AERO- 
NAUTICS BOARD, ACCOMPANIED BY JOSEPH FITZGERALD, 
DIRECTOR, BUREAU OF AIR OPERATIONS, AND JOHN WANNER, 
ASSOCIATE GENERAL COUNSEL 


Mr. Rizitry. Thank you very much, Mr. Chairman. 


ii 


I think as a preliminary to my prepared statement that I shoul 
perha Ss remind the committee it is yust va little less than 2 months since 
| ] 
this committee gave me their blessing pursuant to the President’s nom 


ation In appointing me as Chairman of the Board and I found that 
there 1s considerable to do down at that Board and | have not had the 
me, obviously, to study very thoroughly the present policies, or to 


cet into the matters that I think might need some changing. And si 
1 


hope even as to what I shall Say here today, based upon the short 
period I have had, that you will not be too severe on me in holding m 
to some of these answers in the future because they may differ son 
what after I have had more experience. 

Senator Monronery. We can certainly appreciate the vast amount of 
things that must come under your direction and supervision as Chair 
man of the Board and we, from our own experiences, know that 2 

ionths is a very short time to not only opel ite ah agency that you 
lave to operate, but to also fully acqual it you self \\ th the hi tory of 
the legislation and precedents and practices. 

Mr. Riziey. Thank you, Mr. Chairman. 








er of the conimittee t | e Civil Aeronautics 


j ! 1) e portunity vou have afforded it to present its 
S$. 308 odu by Senator Bricker, and S. 1119, intro- 

Co \ ; 
| po { »] \ of the problems facing the Board and the 
lust oday and after 16 years it is but natural that the 
( ( der the : hould indicate room for improvement in 
\ ire he to offer such assistance as we can to the committee in its 
cr on of the visions reflected in these bills to the aviation 
la In proffering these views, it is our general intent to tell you to 
ofr ou } e 1 ik contribute to the suecess and 
furtherance of the overall congressional policy as we understand it, 

ul it we think d ts from it. 


ertain amendments | 
Phe public, the indu 
the Congere ive be 
amen Oo wit} | ) 
with the problems an 
{ It has he 
l n 1958 1 
ul | ind ¢ } 
1 nea ( { 
} I trat ( 
i t it 

1 1 

G4 | 

( 4 eral ¢ ( 

rula 

6. al iots 

o the Board comp1 


( 
] 
ct 
i 


charges in forei 
pend the rates of fore 
in the public interest. 

Mr. Chairmar t} 
air carriers it gives t] 
and the authority to 
hearing. 

Except for the prov 
lishment of minimum 
tion. the Board believ 


an integrated and ver 


tory powers with res] 
eign air transportatio 

Under the present F 
to suspend immediate 


fore discussing particular provisions of the bills, 1 
hat the Board 


¢ the existing 


ehensive authority 


| 


is in full accord with the general 

framework of the Civil Aeronautics 

lesale rewriting of the aviation law. 

now been in effect for approximately 16 years 
ally the same as when enacted in 1938, plus 

oth administrative and substantive in nature. 


try. and the Government as a whole, including 


ome act ustomed to thi method and manner 0} 


eronautics as set out in the act. and are familiar 


ng under it and with handling them on a day 
nterpreted by our court decisions. Mr. Chai 


ive been over 100 cases arising in the courts 


ch case, to a greater or lesser degree, has helped to 
ri¢ tatute. Th 


ere have been 14 volumes of ad 
1 ae ep 
by the Board and published in this field 


tive action has served to give greate1 

{ hieh makes action more sure 

Oo gratilving to note that many amendments 
fore recommended have been incorporated 

| with the permission of the committee I will 
ites in for on air t nsportation. Sections 20. 
OS and sections 17, 18, 32, 38, and 34 of S. 1119 
for the control of rates, fares, 


air transportation, including the power to sus 

ion air carriers if the Board finds such action is 

before completion of hearings on the matter. 
espect to rates 1n foreign air transportation ot 


ie Board the power to prescribe minimum rates 


su pend the operation of proposed rates pending 


iso restricting the Board’s authority to the estab- 
rates for air carriers in foreign air transporta- 


es that the above-enumerated provisions provide 


v necessary amplification of the Board’s regula- 
ect to fares, rates, charges, and services in for- 
n. 

iw, Mr. Chairman, no power exists for the Board 
ly, pending hearing, the rates, fares, charges, or 
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practices of a foreien a rier rengaged in 4 
on air transportation. This is a power enjoyed by other gover 

throughout the world \ respect to t | tad S 
rl ers, and the present ibsence of | ipower put { 
i . . a. ° 1 
o disadvantage in negotiating bilaterals. and in many other situa 


ons where the sole effective authority over rates for transportatior 
etween the United States and another country hes in the hands of 
the foreign government. 


Mr. Chairman, the need for statutory authority on the part of th 


Board to control the rates and fares of air carrie? n foreign air tra 
tation has been pointed up in the las i the cut-throat 
I 
Yr Wiel nas deve Lope i Oo] {tye arters ( Pore Oo rtral >?) 
to the Military Estal wnt. The lac f th 1)¢ 


O hampered the Board in dealin ! 
ened open-rate situations arising from the failure of the rate confe1 
ces of the International Air Transport Association to agree on a 
number of key rates 
Although the emphasis upon the need for regulatory authority wit) 
pect to rates in foreign air transportation has hitherto been focuses 


non the need for the power to pre ribe minimum rates t 


1 » . ‘ . 
e development of cut throat CO} ipetition, the changing situation n 
A _ 
: : As | . 
reign air transportation mMaicate that tl power ak »y | not be 
| ent. 
7 | 
\ | | tiv cari enaeas l I {¢ relen } { } ) ' ) } 
| ] 
b d | t eto re, | n¢ f ‘ ( ( } y ¢ e] ] 
’ : 
t i temy on to cut rate he] rii¢ ( | 
’ : 
Ind CAPTUTE larger share of the} with t 
; : 
lc es, ime % ild be ft rerred { t | \ \ { 
f 1 r} re { the 1» 
' 
{ thie } ( ver ft { { 
| 
S ct 1’¢ ~ ) ‘ 
i] hene t ? | } - 
1 
rate tO ? \ ; a } 
‘ 
] 
U} \ \ lb ib \ i¢ { ( ( } 
T 4 
} oO?! yl \] reo ! t rare LoTer i | LTA 
41 
] Terence WTION I 1 ( ( | I’¢ Q 
pol l O! LVe Vi trend To } } 
] ! 
1] QO { Sao hol app r¢ Tit) 
| 
. ‘ ; 
Mr, irman, irrespective of the acti { en with re t to 
+] 1: : : 
ner pr VISIONS embodied In the comnprehe ve 1% sion of the ¢ 


‘ronautics Act contemplated by S. 308 and S, 1119, the Bo 


ok ocr M 1 ] 
strongly urges the committee to recommend the immediate e1 
ment of the provision of sections 1, 15, 32, 35, and 34 of S. 1119 or 


ections 20, yA bh, 36, and Oot of ss. 908. om ttinge thre refrom. howeve}l ; 


} } 
‘ 


proposed proviso to the present section 10f 2(d) of the act which 
would limit the Board’s power over air carrier rates in foreign air 
transportation to the prescription of just and reasonable minimum 
rates, 

The Board firmly believes that effective regulation in the public 
interest of rates, fares, services, and charges in foreign air transpor 
tation requires the same broad authority as is now provided in the 
fleld of interstate air transportation. 

Senator Monroney. Right there, your only recourse now is to dis 
approve a minimum rate, is that correct ? 








Mir. | (reraLtp. At the ] ent time we have no jurisdiction at al] 
lof faf on carrier, 
Ss r Monroney. ¢ ld we larify that? I think my question 
bably misleading and ce uld you tell the committe exactly 
r you now have . 
Mr. FirzGeravp. In foreign air transportation we do not have any 
, er the level of rates either as to minimums or maximums. 
< r Monroney. I sev 
Mr. FivrzGeravp. And that is the power that we are here recom 
cr | r] ted to the Board . 
Senator Monroney (nd vou are recommending both minimum 
mum be gra 12 
Mr. FrrzGeraup. That riaht 
Senator Monronry. And also for different types of service ? 
Mr. FirzGreravp. Yes, for all classes of service. | 
Sy M NEY. | 
Mr. Sweeney. Senator, proposed bills S. 308 and 1119 would give 
he Board power to control n BUD rates only, but not beyond that. 
Phe Be | isasking for broader powe1 
se TO] ee 1 ee. Thank you. 
Mr. Rizirey. Mr uirman, one of the amendments proposed by 


Senato) Maananon to his bill makes provision for the issuance by the 
Board of supplemental service certificates. This is done by adding to 
ection 1 of the Civil Aeronautics Act a definition of supplemental 
service air ( irrier. by which is meant an air carrier which is desig- 
nated as such in its original certificate; and by amending section 
tO1 (f£) to provide that in issuing a certificate for supplemental serv- 
ice the Board shall include in it such conditions as are necessary to 
define the type and extent of the supplemental service authorized and 
to assure that the service thereunder does not exceed the authoriza- 
tion. 

The Board is of the belief that it should be possible for a carrier 
to request, and be authorized to perform, services supplemental to 
those furnished by the regular carriers. In this way the Board would 
be able to adjust ne authorizations to the specific public needs 
established before 1 

The Board e aes this amendment authorizing supplemental serv- 
ice certificates and recommends its enactment. 

On the subject of intrastate operations, section 2 of S. 308 and 
Ss. 1119 propose to a the proy iso in the definition of air carrier, 
ection 1 (2) of the Civil Aeronautics Act, to read: 

P ded, That (a) the Board 


directly engaged in the perafti 


may by order relieve air carriers who are not 
n of aircraft in air transportation from the 
provisions of this act to the extent and for such periods as may be in the public 





nterest, and (b) that the provisions of title IV of this act shall not be applicable 
to any r carrier engaged exclusively in commerce between places within a 


Mr. Chairman, paragraph (b) of the proviso appears to be intended 
to assure that the application of the economic regulatory provisions 

f title ITV to air carriers mi 0 conduct operations exc ‘lusive ly between 
pla es in a ingle State s] oul | not be extend “d be yond the © ‘xisting 
limits by reason of the broadening of the definition of air transporta- 
tion to include « arriage between places in the same State. 
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Llowever, the proviso appears to go further than this since it could 
» exclude economic regulation of intrastate operators who tran: 
t mail by aircraft. This exclusion would seriously restrict the 
ting powers of the Board, especially if Alaska and Hawaii should 
ome States, since a large number of the intraterritorial carrie) 
ld mail certificates. 

In addition, although it may not have been so intended, the languags 
pal iraph (b) is also susceptible to the interpretation that carrie: 
perating wholly within a State, but carrying passengers or ca 
ginating or destined to points outside the States. would be exelud 

rom the Board’s jurisdiction. 
Mr. Chairman, because of the Impact of such operations On air qt) 


i il 


ro 
( 


rtation, and the difficulty of properly regulating only that portion 


f such traflic which is carried by air carriers clearly subject to tl 
Board’s jurisdiction, the Board believes tl 





at its present Jurisdic 


n over such operators should not be taken away. The Board, ther 
ore, urges that if paragraph (b) is to be enacted it should be clarified 
ndicated. 


\n alternative to the enactment of paragraph (b) which would 
. “a ye a 1 } 
ide cereater flexibility and we believe would be more desirable 


iid be to omit any statutory exemption from economic regulat 
‘purely intra tate operations, but instead to add a paragray hy to the 


sent section $16 (b) dealing with exe) iptions to read as foll Ws: 


The Board shall exempt from the provisions of title IV of th ny ail 
engaged exclusively in the carriage by aircraft of persons or property be 
een places in a single State and which does not transport mail by a aft 
it finds, after notice and hearing, that such exemption will adverse 
rstate air transportation. The Board may, after notice and hearing, te 
or condition any exemption where it finds that the oO} lance of the 
on or the continuance thereof without such condition ) dy v affect 
erstate alr transportation. 


Nii Ch man. a sii ir prov ( provid yt } 
ntractors engaged 1 irely intrastate operatic 1] 
0 the proposed }) Tr n 1 lefinit 
i ( ( on with this at ient | oO | of 
pol cle ib] P ior ph t thre 
ting proviso and per its tl LR d to re 

‘rs such as forwarde1 from the provisions of t] 

t the Board finds such relief to be in the public intere KX] ( 
di the act has ind cated that it 1s equally lesirable that t! | 
ive similar powers with respect to indirect foreign air carriers, sit 

ny cases it has been found undesirable or impractical to apply the 


rovisions of the Act to such indirect foreign air carriers. 

Accordingly, Mr. Chairman, if is succvestt | that paragray h (a) be 

ended by inserting “and foreign air carriers” after “air carriers - 

With regard to air navigation. section 25 of S. 508 and section 
of S. 1119 amend section 601 of the act by striking out the pln ase “al 
commerce” wherever it is used and inserting in lieu thereof the phrase 
“air navigation.” 

The etfect of this proposed amendment is to enlarge thie Board’s 
jurisdiction in the area of safety regulation, Under the present act 
the Board, under section 601, has the power to adopt rules and regula 
tions to promote safety of flight in air commerce. 

Air commerce is defined to mean interstate, overseas, or foreign com 
merce, or the transportation of mail by aircraft, or any operation or 
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tion of aircraft hin a civil airway, or any operation or navi 
j } +1 ; ; ] ; 2 P . 
of aircratt w directiy atiects, or which may endanger safety 
n. terstate, overseas or Toreign air commerce. 
While this area of jurisdiction has been broadly construed, the pro 
1 ne definition of air navigation is nevertheless more compre 


Section 6 of S. 308 and section 5 of S. 1119 would add a new 
Ss) to section 1 of the act defining “air navigation” to 
“the O} eration or navigation of air ratt In commerce or other 
e \ upon any airport in the United States or in the airspace ove} 
the United States, or (B) to or from any piace in the United States 
or not throug trie urspace over the United States.” This 
provides a broad definition of air navigation, and thus provides for 
broad application for the Board’s safety powers. 
Mr. ( ha rman, the propos cd amendment also makes it clear that 
Board’s duty to promote safety in flight in air navigation includes 


he safety of persons and property on the ground. 
In addition. the change to “oir navigation” eliminates troublesome 
‘ eSTIO! which cout rise as to the scope of the Board’s jurisdiction 
n situations where, in the interest of safety, it appears desirable to 
ive Federal regulat on. The Board supports the proposed 


amendments. 

Civil penalti ss for economic violations: In section 32 of S. 308 
there is provision for the —— of cl il penalties for violations 
of title LV of the present act. The Board’s legislative program has, 
for several years, incl ided such an alae ion, The purpose of this 
legislation is to prov ide a more flexible method for effective enforce 
ment of the pro\ isions of title LV and the Board’s economic orders 
and regulations issued thereunder, and under section 1002 (1) of the 
act. 

At present, violations of these provisions are subject to criminal 
prosecution under section 902 (a Bis Prosecution is proper and an eflec 
tive dete rent in serious cases involy ing know ing and W illful violations. 

However, with respect to minor violations and action falling short 
of knowing and willful misconduct, criminal proceedings are too 
drastic, too ¢ ‘umbe ‘rsome, or int uppropr iate. The Board believes that 
the remedy of civil penaltie s will enable the Board to attack these 
lighter but more numerous violations speedily and will effectively 


discourage their continuation. The Board favors, sHererone, the 
enactment of section 32 of the Bricker bill. A separate bill, S. 1649, 
ha also been introduced by Senator Magnuson, the provisions of 


which are the same as section 32 of S. 308. 

Mr. Chairman, I would like to ask permission to submit to the com- 
mittee a statement discussing in considerably more detail the reasons 
which lead us to recommend the enactment of this provision. 

Senator Monronery. That will be satisfactory. 

Mr. Riztey. Under the present provisions of the Civil Aeronautics 
Let ny person who violates all safety requireme nts is subject to a 
civil | nalty up to $1,000 for each offense. Sue h penalties may be 
imposed and collected through a civil action brought by the Govern- 
ment inthe appropr! ate United States District Court. ; 

However, the Administrator of Civil] Aeronautics is authorized to 
compromise such penalti es 1n al] cases except those relating to the 
notification and reporting of aircraft accidents and the preservation 
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protection of aircraft wrecKage, 1n which the be ara ha ihe 

thority to compromise. 
Nir. ¢ hairman, the purpose of the proposed legislation is to prov de 
ir civil penalties for violations of economic regulatory require 


ent The modifications proposed by section 32 of S. 308 in existing 


ons 901 (a) and 902 (a) of the act are designed to mal 
ithe Board this additional sanction. 

Lhe ferm “economic violations,” wh eh will he used quite often 
ereatter in this discussion, refers to violation s relating to eco) 
ovulation of air transportation as distinguished from those relating 
o alr-safety regulations. 

Examples of economic violations are failure to file reports, failure 

eep records and accounts as prescribed, filing false reports or 
sifying records or accounts, operat Ing im air transportation in Vio 


( . of authority or without any author ity. failure to hile and observe 


tT , unfair or deceptive practices or u fair methods of compet tion, 
wating g labor provi: ions of the act, failure to file agreement = ab 
1g interloe!| cng and contro] relationships without Board appro I, 

fa lure to comply Mi ith Board economic orders i «| reoulat 1On 
lL nder present law, if formal] enforcement action becomes nec sary 
» deal with economic violations, the Board must pursue one Ot VO 

ourses : 

it niust 1] stitute a formal adn inl trative proceeding lo KING 


Sstuance ot ad Cease and desi { order, or revoention or SUSp 1) 
)f operating authority, « 
It must refer the case to the ippropriate | nited States at- 


th a request that he institute a civil action for an injunction or 


titute aecriminal action. 
While these are important remedies, Mr. Chairman, and are indis- 
ble to the Board in the performance of its dut uncer the act, 


Board has encountered practical limitations and difficulties in us 
im in certain situations, which [shall try to explain as I proceed. 


vy tne 

| e Board believes that av lability of civil penalties to supplement 
ee re mec es woul | ta of orent value i novercoming thes » limi- 
ti ic diffi ‘ulties, ancl would greatly mene’ he pr hae and 


tect siete apd Alle A oT ee hare yianee with the act. 
rders and regulations issued pursuant there to. 
It may be helpful if I were to explain first how the Board expects 


ne requested etn’ would work. It is anticipated that the Board 


ild follow substayr ntially the Same procedure 1 that now followed 
the Civil Aeronautics Administrator and the Board, ithn t] ar 
spective areas of responsibility, in cases Involving alee wioh ati 

US, a person charged with violations would be advi edin ritin ee" 
f alleged violations. the applicable provisions of the aet, and the 
ximum civil penalty prescribed. 

In appropriate cases, the violator would be reprimanded and warned 
Out future violations. In other cases, the viol itor would be advi ed 


f an amount which the Board would be willing to aecept as a com 
ST 


promise settlement. The letter would request the v iolator. if he were 


illing to settle on such basis, to make such an offer in writing, ae 
) ipanied by a certified check or money order pave able to the Treas 
rer of the United States. If the violator made such an offer. 7 woul 


ve accepted by the Board in full settlement. The violator also would 
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if oO requil ent tO make a 
Oo { to do SO. In Whien ¢ e th 
ter to e approp! te United State 
nou ( ted States District Cour 
Lcuse { tuted, the ¢ ourt 
( n fact occurred and the amount 
( ! eCPSSeCC 
ltr vould meat vreatly increased ef 
forcement ettort xcept for suspe1 
is a practical matter can onh 
OTF KNOWING and V illful violations, and 
1] diffieu ties in establishing ern 
provided in the act Tor past unlawf 
vy not properly be resorted to except 
’ ere there are willful and know 
ec ry deo ot rimimal respo. 


( enT actTION mstitutec 
luring its pendency. Thus, he may 
ful condu for a considerable ye 
itha ev lt itely suffer mone 
) l tend to luce tl ] sibility | 
( : WOU nus, Serve isa Very 
(| Il 
I ric it SQ punishment 
} t 1 eC \ rity ot det rt 
of civil ne ld o he Board 
i t Ca 
Ould be saved ( ploy n l 
Ie Ie Ol } roceeqad Ine tO] 
( ( tions It is prob 
\ rt to 11 
Vi nt ould not a 
\ tim WOLT 
‘ ent 
n alt without subjecting the 
tl ed tf il actiol 
! Let. ectlio » (CB), makes it ille 
u HeNSI1O or revocation of cert hieate 


thority, ¢ xcept 1n specified cases, W ith 


opportunity to adyust its operation 


means extended lapses ot time before 


The offender must be given another 


herefore must ordinarily be caught a second 


} 


or revocation action may be undertaken. Kven 
remedies, whi h mean putting a carrier out of 
iy or permanent ly, and therefore, should not 
that no action short thereof would result 
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kurthermore, on ¢ isl tlie fer ! ! 
el 1\ authected ry nip ho r er r i ] ( 
\] ( vill i nat thy Lie wad ( c Oo ( 
| ettel tallored to} t ¢ rores i¢ PEL © mM } ‘ 
Vil Dp ities up to SIOOO for « off ‘ 0 : 7 ‘ 
| te ( eddy ow 1) Kx his i! 1 \ 
ible Tie Board Te Ad) ist 1 ( l ! 8) ert Ot ( ( 
| oped t t the remedy of ly vitae vi ( Ore 
\ 0) even le fy quentiv nece i thie 
| ‘ Gi eC] Lite CoO cd | 0obeu eC ery ¢ tivel. ( i } ( 
tio hich are individually so 1 tur ot to tify 
e and effort involved in a forn roceeding 
t ch « i)) mulatively ha e the etect 7 e] ) \ } it} in 
! reoulatory tivity and tl (lo Ce i ib] il cay. 1 
{10 ust! \ good example of ecm I 
carriel ithout good \ ( » Tile } ma i cf 
is required Phe availabilit | ch repo ent 
hone l Orman oO] | ( } ( 
e) HhyuUuNnclions, Su lo ns, rev i 1 ! ' ) 
| ] rt edyv fo) cna i othe { a l OL) 
( It eC clle Dene tine pore ) 
Ni ( hairman, on the } 3 of ill these 0} erntio t! ( ( 
m to be little doubt that power in the Board to seek ¢ | 
i yy} prom e the nin the econo) ( eld \ ic | , 
Board in its economic enforcement activitie The | tie 
l here uAevht neither usu l } ( 
hi efulness of civil penalties as a remedy has be iY ' 
ed ih other field O regulatory activity In ract, O ( 
tatutory authority of other agencies of the Fede) (rove ) 
Wing Compal ible I’ gvulatory elem Pores tC res] ! I ( l 
it the Board almost alone in its lack of power to im} ( 
ilties for economic violations 
Refer ee mas pre iously heel made fo it eXIst e he ite 
ld. It is understood that the Administrator of Civil Aeronaut ‘ 
had little or no difficulty in operating under such provisions of th 
resent law available to him for safety enforcement, and that 
) athe ely | penalty remedy an extremely pra tet gerne i} 
( performing 1) enforcement responsit ( 
The Federal Power Act of 1935 (16 U.S. ¢ roy 
| penalty in the form of a forfeiture up to Sl. ise paid 
omply with an order of the Commission, file report | 
rmation or documents In Investigations, or obey a por 
(Commission. 
Phe Commu it Act of 1935 (47 U.S. ¢ Lu ( 
i kederal Communications Comm » collect ! i} 
( orm of fort tures ranging variou ly iptos] fol se 
>TO AOU for Put aay oO} \ »| iwiOn. { )] Cl ) | 1 
i orders fixing rate ind charge .12 ire to eeD ( | ! 
{ t me) oranda as pre | bec bi lure LO file reports, Ta ! to |} 
‘ lule of charges biaks overcharges, Granting mives, « 
L1Vil penait es are avallable to the Securiti | ( oe C4 
l¢ up to SLOO pel day unde thie PFecuril | x Loe \ { ) 
S.C. 78ff (b)) for failure to file informat re} ther 
uments 








Ie \ct 14 (15 U.S. ©. 45: (db) 
1) Dit or failure to obey cease and ces 
Ql l Oo { 
| Ship \ 16 (49 S.C. 814 and 820) the Mai 
( m on ha vall ( penalties of $100 per day for fa 
ire to make and file report Lec ts, records, rates, and Charges, ai 
$1,000 per day for fatiure » file contracts between carriers for ap 
)] 
| | ( { (‘oO e] (Commission may demand and collect civ 
p bi nye part IL of the Interstate Commerce Act (49 U.S. ¢ 
| () Tro rallro 1\ ip to $5,000 fixed penalty and up te 
4100 per day for su violations as failure to obey orders and certa 
recu elating to rate preferences, inter hanges of trafhie te 
M) ul facilities, ad LC! service, routes, kee ping accounts ana 
records, permitting Inspection of accounts, lands, building and equip 
ent. filing reports. ( | penalties also are prescribed in part 
if (49 U.S.C. 3 ‘ ting to motor carriers and in part TV 
( U.S.C. 1 O freig i¢ waders 
\ | that favorable actio n this proposer 
( t I Board nol expeditl S a 
] forcement e 
( t l ing matters of authorizatio) to preseribe 
! ( O wind to Is} isuch rates, autho. 
| ppl ent ery ( cleare] e! reation of the line oO 
, O ’ Ss Federal G { ind authorizat 
( ise d to the Board its enforcement 
prog D » \ x tiie \ ons of the bill which ft] 
Boat Ires TO end Dl ive mentioned as matters of particula 
. ost ; + e present tims 

At this time I will tak up some of the other changes which would 
be accomplished by the bills and amendments under consideration. 

W regara to all i ¢ ficates, section 5 of S. 308 would amend 
the definition of airma to allow the Board to « xemMpt mer hanices em 
ployed by cert repair stations, air carriers, and manufacturers, from 
t] 

‘J Board has, o1 prior occa ons, submitted comment in behalf of 
proposa It should be fully understood, however, that the 
Board’s support of this proposal is based on the fact that it is only 
pel ssive In natur » Board wishes to make it clear that it does 
not interpret this particular amendment as requiring any change in 

existing policies as to who shall be required to hold airman certifi 
ites lo what extent, if a . exemptions should be oranted pursuant 
to 1 pr posed statutory wuthority would he a proper subiect for 
“ leration and determination by the Board in the light of all the 
fact | * +] parti ular cases or class of cases pre 
‘ ( ( { 

With rega 0 local service carriers, section 17 of S. 308 amends 

’ )] of t » Civil Aeronautics Act to provide for the per- 


mane r 4 tity ation of t he I | service carriers. In as much as both 
the Senate al the House have 1 cently pas ed legislation for this pur 
pose, namely H. R. 2225, we see no need at this time for me to dwell 
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dy separation.—The provisior rf se on 19ot S ‘) 
on 406 of the C1 | Aeronnut - Lect OvDTPIne avout le ’ e sepa 
n of service 1 Pe Aeon u sicly and a cordingly ection 45 pro 
LO! the repe aa f Reorganization Plat No. 10 of 1958, which had 


| i Board supports the object ve ot leoislat Ve eparat 0 il ad 

es that the basic provisions of the proposed paragraphs (a) and 
of section 406 are sound, altho wh wv hia e several minor of te 

umendments to suggest, as noted below. Similar ProOvVISIONS air 


~) 


ined in sections and 49 of S. 508, and our comments, althoug! 


( ted to specific provisions or ®. 1119, are equally appl cable to 


\ithoug! Reorgan ZATIO Plan No. LO accomp!| hed a major part 
the objective of subsidy separation, the Board believe leo slative 
paration to be desirable on the basis of the following factor 
Legislative epal ito} will help t< elimina e contTusiol 
{ |] il i inthe pu hie li ma i to | ( ier ce Het wee 
ind servic Hall pay 
) From an admiunistt e sta apo there 1) | t¢ nical 
r neluding great lin ive flexil vo] olved in |] 
ve separatio 
riou l ( the aeta pro ) OT st oO t) ¢ 
(i i the 2 ya d Hnctuainge t fol \ ‘ 
It ue t¢ th) thy i¢ yt} e OF 7} ( 
1) be « le ad. nee the i Y Or 2} } Wh C19 a } 
nav. Le Vpes OT ! { , ) i } t i a 
the effect of inflating payments by the P. ee 
Lore of mail \\ thHout cl mandato chau the Boa ould 
Viti if wr horit ( pie ribs ] 1h} lh Wels ( } 
opriate 
The second sentence of parag) iph (a) (24) hould by cle leted 


foreign air carriers are paid by the Postmaster General at rate 
rmined in accordance with the Univei al Postal Uni 


) 
) ‘ d su ih rates are greatly In) excess of 1 - service mall rat 


{ es cur 
tly being paid to om a Clseaen tak than transportation of United 
| hia | lf any weight is Yiveh to the U niversal Postal U lO 

sin the ¢ tablishmer of service mal rates for our earl I's, 


eved that the objective of subsidy separation will tend to b 
rated, 


It is assumed that implicit In the term “fair and reasonable rat 


the requirement of “economical and efficient management.” 

{ Section 406 (b) requires tech cal modification 

Mr. Chairman, the Board is in sympathy with the idea that sub 

L\ hould be awarded on a contra sin basis, with a provi ion fo) 
‘Woand post audit by the Board « such contracts, and prov 10] 
alee ce eabass for the me ee ive earl 
in a manner not inconsistent with the current incentives of thi 


rriers to reduce their dependence on subsidy. It is believed that th 


hod of awarding subsidy could result in savings to the Gov 
hout se riously lessening the incentives inherent in the rate-1 aking 


t 


ory of the act as it now reads. 


\\ het he r these purposes wil he LeCcol plished Oo! no \ | | ( 
pend. imowever, On how carefully tf) ePcTION of t e } i]] orp 
the contractual concept are drawn. The whole plan need 








1 r the oppo! l! - for 1) cer C¢ 
| ul ror proces ul flexibilitie ire { 
' i 
ny 1» 0 . Yand S. 305 need changes and claril 
( | { ] | f bBo (j i wready GOLve CO 
thoy t¢ O'¢ qd Clarihncecations ana would | 
( i\ ra) } aqeraried. re } NaATIONS AS SOON AS 
' | ( ‘) 
| { re ft ( ( the ft noes e | ve been try no to 21 
( t \ dow} there ind we Ave ne 
e | ( \ ( ere tty nan that We ive not \ 
‘ ‘ ould like to submit to t 


\\ ot be at this point in writing up 1 

( { ll 1 to have Vour vVeé 
! Q il [ that sul lie , pernaps, al 
\ ! r a yt lv write 

‘ iY", oO ee erratic could 





O ths \ | not weaken tft 
( i¢ iy } 1 |? No. ) na 
| for that 2 we would like just 
! or the co deration ¢ 
\IONRON \\ 1) te that 
| | y in ft ( eo thy 3 d belt = that wheth 
3 , red to a contractual basis 01 
i f { { to administer the 
tasted Noir , ¢ experience in this technical field an 
rN ¢ Y) { ) \ rot rp y| lel sin the adln 
e rk, particularly with espect to con 
l reve ( Ko th nd retate l rea ONS the Boal 
; 1) ( nie nt of S. 1119 which would estab 
( 5 Pui Adm 
- L “ - i secti S. 1119 amend the Ci 
Let | 1, “Al ntract servi 
Vi rd ts legislatiy progral n ite) 
tract carrie thin the regulatory framewor! 
{ \ \ct The contract irriel sa pri ate \ 
} } 10 vith thos f The oOmMmmMol r} 
t { T t ey renterp » has Ie 
, ’ ( i 1948 and 1949 th 
{ re operating exces f the Board’s fr 
reg ] QO?) mA \ of t | mn) ntte ipted t 
{ ypocanrt 1¢ t rt thre wel ontra 
| is i 0 come Ww thi 
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most of them former irre: 
ny revoked by e boa , 
the Defense VDepartment. 


carriers, 
stration have bee are how engaged 


ne ¢ iter operatiol sexclus vely fo. 
[hese carriers ho longer hold themselves out to the public as bei 
nmon carriers, and, since, in fac t, their only customer appears to 


United States Government, they cannot be deemed to be air 
Aeronautics Act. 


vithin the meaning of the present Civil 
vith each other and with the scheduled and 
Department for the 
in the interest of the 


riers 
hey compete for tratlic 
rreoular carriers by filing bids with the Defense 
rriage of the available traflic. Obviously it is 

» Department to secure safe and adequate 
e understand that the Department 


Defense transportation at 
e lowest rates, an d conseque ntly w 
the minimum hide submitted. The competition 


been acce pting t 
tend 


this traflie is fairly stringent; hence, these carriers may 
their charge for transportation service to the Very minimum. 
uation is such as to give rise to reasonable fear, in the opinio1 


the Board, that unless the minimum 1 
lated and fixed by the Board, the safety of their operations will 


, jeopardized. 

As a result of the foregoing considerations, the 
oislation along the lines of title LV—A in the proposed legislation 
3 of S. 308 and section 


With regard to exemption powers, section 2 


rates of these carriers are 
| 


Board endorses 


,) 
Ee Dy: ubstantially curtail the exemption powe rs which the 
oOATa Cl rrently possesses under section 416 (b) ot he Ci | \ero 
( Act. Section 416 (b) now authorizes the Board to « cempt 
carrier from any provision of title LV if it finds that enfon 
1 the provisiol is or would be a 1 ile rae the i} I 
not 1 the public nterest. 
I) ‘7, following an investigation, the Board found that a need for 
ppiemental air service existed, and ni aking use of t] e xemption 
ler section 416 (b),. established the large irregular cla ol 
irriers to fill that need. At that time it was visualized that t 
of carrier would exploit a “tramp-steamer” type operation on 
rregular basis both as to route and points served. The Board 
not intend to authorize a route-type operation in compet tion 
th existing service, and believes that its judgement at that time was 
endment proposed by S. 308 would make section 416 (b) 


licable, insofar as exemptions from the certil 
) 


fF section 401 (a) are cones rned, only to (A) air tran port Lion pel 

med with aircraft of 12,500 pounds maximum gross take-oll weight 
r less, or (B) service temporarily supplementing the service author 
ZO by an air carrier’s certificate of publie convenience and necessity. 
| > Ame ndme nt Pp yroposed by Sec tion $ YU ot ». 1119 is similar except 
(A) only in the case of fixed 


‘ation requirements 


it it permits exe mp tion under clause 
uircraft. 
Isy these changes the door 
large aircraft operations such as the Board inaugurated b: 
e exemption authority under section 416 (b) in 1947. However, 
the amendment would also close the door to the oranting of oper ating 
hy exe mption for any type of ser vice by aircraft Operators us! 


would be closed to the authorization of 
means ot 


rig] Its 
lars ge type aircrs aft. 
The Board’s position is that authorization for rout 


» type authoriza 
‘ompetitive with the existing trunkline routes ne be granted 


tions 


62505—55 9 
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only after full compliance with the certification provisions of the a 
and atter a show Ing ot fitness, and public convenience and necessit) 


before the Board. Therefore, the Board would have ho objection 1 
curtailing the Board’s exemption power as suggested insofar as a] 
p! ations for essent lly route type operations competitive with th 
existing certificated route structure are concerned. 


() the other haa ad. the Board stronaly believes that every oppo! 


t) ty hould be oe ven for the init ation and development of new typ 
of service, reg irdless of the size or performance capabilities of th 
aircraft used. The propo “| amendment, taken by itself, would 


practical effect shut the door to all kinds of new, supplemental, an 
experimental service using large aircraft. The diffieultv of initiatin: 


Si type s of service at the public convel 1e] ce and ner essity therefo 
miust by estab] Snead hn cert fication proceedings before the Board, 


\ amendment tos 1119 doe meet this difficulty in part by the 
proposal to authorize the Board to issue certificates for supplementa 
| 


| I have already discussed and which the Board supports 

Ilowever, that would require certification proceedings and is not 
intended to authorize the kind of experimental and pioneering opera 
tions whi lh) the Board Ss SO anxious not to see blocked or discourage: 
in any way. Accordi aly, the Board would have no objection to ecm 
ta ling the exemption power pro\ cle d the curtailment were carefully 
limited to the large air carriers seeking to engage in route-type opera 
tio} and would still permit the Board to fully and adequately meet 
the needs for supplemental, experimental, and other specialized types 
oT services, 

Unless the power is clearly reserved to orant exemptions or other 
authority so as to permit the encouragement and trying out of new 
ventures in these fields the Board would recommend that the proposed 
amendment be not enacted. 

It should also be noted that the Board has lone favored amendment 
of this section to make it applicable not only to air carriers as at 
present, but to foreign air carriers as well. 

Senator ScnuorrreL. Mr. Chairman, I would like to ask a questioi 
before Mr. Rizlev goes into the policy statement. 

Senator MoONRONI Es All right, Senator Schoeppel. 

Senator Scnorpret. In the latter part of that paragraph on the to) 
of 17, yousay: 


service, whic 


unless the power is clearly reserved to grant exemptions or other authority s« 
as to permit the encouragement and trying out of new ventures in these fields 
the Board would recommend that the proposed amendment be not enacted. 


Senator Scuorrren. And it would give the Board that opportunity 


i] rhnereasa pilot operation, would it not / 

Mr. Rrzitey. That is right. 

Senator Scnorpren. That isall. 

Mr. Riziry. Policy statement stressing competition. One of the 
amendments to S. 1119 amends paragraphs (a). (b). and (d) of 


tion 2 of the Civil Aeronautics Act, which contains the declaration 
of congressional policy which guides the Board in the administration 
of the act. 


we. 


‘eee 
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Paragraph (a) would be amended to provide tor the encouragement 


development of a competitive air-transportation system properly 
nted to the present and future needs of the foreign and domest i 
ree of the United States, of the po tal service, and of the na 


merce 
al defense. 

Che proposed amendment would stress competition in the encourage 
t and deve lopment of air tr: insportation % and i n this respect reflect 

y which the Board has, in fact, foll “lt since the adoption 


policy lowe 
e Civi | Aeronautics Act. 

Declarations ot policy miust, ot hecessity, be phrased In rather 
ral terms: nevertheless, the declaration of policy in the eXISTING 
ius been applied for over 15 years, and our present air-transy). 


has been developed Ol a sound basis within Its purview, 1") eC 
1 beheves that 1f the Congress desires to change this general 


se, it should be done through the incorporation in the act of specific 

vations and duties, inclusions, and exclusions, rather than through 
e addition of very general phraseology in the declaration of policy. 
stressing the lmnportance 


t 


Oat 


We interpret the amendments as sin ply 


( 


| value of economic ally soun 1d competition. 


Related to the above is another amendment to S. 1119 which amends 
ection 401 (d) (1) of the Civil Aeronauties Act to provide that 


Board shall issue a certificate authorizing the whole or any part of the trans 


the 
> applicant is not fit, 


rtation covered by the application unless it finds that the 
ible to perform the transportation properly and to conform to the 
under, or that the public 


)) 

ling, and ; 

provisions of the act and requirements of the Board there 
enience and necessity will not be served thereby. 


The effect of this amendment is to shift the burden of proof from 


applicant to the Board, and while it is difficult to state precisely 
e various problems which would confront the Board in the admin 
tration of this standard, it is the view of the Board that the proposed 
burden upon it and would render 


eo 


nendment would place an undue 
diflicult a proper administration of the act. 
nder this standard, an applicant would be entitled to operate over 
, route unless the Board could affirmatively show that it was not in 
the public interest to have that particular service. This, in effect, 
nid tend to re-establish the chaotie conditions in the air-transporta 
tion field that existed pte te L958, 

The Board further believes that the | propos sed amendment would 
lead toa rush of applications by all carriers for whatsoever routes they 
might desire, with the result that the Board would be faced with the 
itty. lity of certification proce edings involving carriers on every 
major route and route segment in the United States and abroad. — 

"Apealeliiioas of control: One of the amendments to S. 1119 adds two 

ubsections to section 408 of the Civil Aeronautics Act. Subsection 
10S (f) would permit negotiations for control of air carriers and 
actual acquisition of control provided applieation for approval is 
made within 30 days and provided that control is not exercised pend 

‘action on such application. 
The proposed subsection is not endorsed by the Board. First, it 
uld be noted that negotiations for acquisition of control are possible 
nder the present act without prior Board approval and to that extent 

e proposed amendment is not necessary. 
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i tion of control thout Board appro 
May not woe exerelsed. is objected to in \ lew ( 


n determining that control is not. in fact. beir 


t of subsequent Boar ld sapproval of the aca 


ms of divestiture of the acquired interests wou 


divestiture, as a practical matter, mav be mo 


na short period of time, and until divestitu 
tions are, of course, ¢ tfectively preventer 
tter of fact, major actions of the corporath 


not opposed in principle. However, the nec 


nm is questioned since the Board now has am} 


] 
lt 


i 


le desirable acquisitions and to render a 
ough no agreement has been submitted for 


idopted, the Board believes that provisi 
otice to interested persons, and that hearing 
ere objections of affected parties are entered. 
agreements: section 50 of ss, 


OUS aliehads se 


\eronautics Acts by adding provisions whicl 
viation agreements to be made by treaty, al 


igreements to be transmitted to the Senat: 


ry il ‘ 
ra Zation pert “nine to « \ l aviation « 
member he International Civil Ay 
rters at Montreal. This organizatio 
ie Convention on International Civil Aviati 
L subse ntiv rat | by the Senat 
t a party t ultilateral air transp 
\ Opa udement on the relationshiy 
i | I the (y,overnme! 
I { previo rr ’ bearing on the } 
iting \ ) iwreement with othe 
it at if l 1 duty 
t it 1 ( er nee OT ti | ye WoUu 
13 | ( n nee ting agreements with fo 
Oo Tt « Oo Ol) PO} 
n I 
is pointed out difficulties which might arise und 
( Board Chor not believe that the propo 
erfere with the development of our interests 
President: As the committee is well adware, se 


\eronautics Act requires that the issuance, 
r by the Board of a certificate authorizing at 


overseas or Torelgn alr transportation, or a 


the same Te rritory o1 possession, Or any pel 
elon alr carr er, shall be subject t » The approy 


9 would amend these provisions by: (1) Elin 
t for Presidential approval in the case of over 


Ir transportation, with the result that the dec 
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O of the ¢ ivil Aeronautics Board Wn these arenas would have the 
finalitv as the decisions of the Board in cases of domestic an 
sportation: (2) limiting the President's power In approving cer 


i ute ; for foreion air transportat ion an as In approving permits to 
on all ‘arriers to cases which he determines n bay vy affect the national 
ju se or foreign policy of the United States; and (3) add ne a stat 
ul ry req iest that the President report to Congress any Case In which 
VU { Sie hata ul, iIncludn 1m Tis re sasons, and statu v the ippro ed 
ul Ol ion he had ordered the Board to take 
ms L tie sult of these change would be to give to the ¢ ivil Aeronautic 
L a final authority in the decision of cases involving overseas and 
orial air transportation, final authority in the decision of case 
ec roreleg@n alr transport ition not affecting the national defense or 
ple foreign policy of the United States, and, in cases involving national 
al iefehse or forelon policy still reserved to the President, to request the 
it ssion to Conevgress of a report of his actions and reasons therefor 
he Board believes that the provisions requesting the President to 
‘ report to Congress those cases in which he withholds his approval, t 
ni go his reasons therefor, and to state what action he has ordered the 
Board to take might have adverse etfects upon the development of our 
foreign alr ti tusporti ition system by giving unnecessary pub bic ity to 
cl our foreign competitors, Perhaps the objective oft this provision 
could be obtained in some other way. 
Ut With respect to the other provisions of this amendment, the pur- 
pose of which ap pears to be to establish in the Board tinal re pons 
( bility for dealing with the economic aspects of cases in volving foreign 


alr tre insportation, the Board believes that the proposal Is feasible 
ind perceives no disadvantages in this plan from the standpoint of 
the Board’s operations. It would appear that, while relieving the 
ur President of the burden of examining and passing upon complex 
M economic matters, for v ry the Board is already staffed and to which 
t devotes a major part of its auctiv ity, the proposed transfer of respon 
sibility would not add uiueaade if at all. to the Board’s present 
ct Wort kload. ‘ 
In this connection, the Bureau of the Budget has advised that there 
no objection to the submission of the views I have just expressed 
In regard to section 27 of S. 1119, but that enactment of section 27 
would not be in accord with the program of the President. With the 


: exception of this one matter, our advice from the Bureau of the Budget 
is that there is no objection to the submission of the Board’s statement. 
Mr. Chairman, this concludes my statement. Necessarily there are 
any matters included in the bills pending before you which I have 
not dise usse vd. I urthe rimore, 1n bills asc omprehe nsive as the 2c, while 
our position on the various subject matters may be clear, there is the 
po sibility that due to the interrelationship of one section with an 
other, and particularly in view of the changes proposed to be made 
= in some of the basic definitions, the enactment of some part of the 
; legislation which we have favored may have interrelated consequences 
5 ao not intended and which we have not foreseen in our study 
. of the bills to date. 
So, conseque ntly, the Board proposes and asks pe rmission to her 
after submit a supplemental statement giving our views on those sec 
l . ] 
: tions of the bills which I have not covered and dealing in more detail 











128 CIVIL AERONAUTICS ACT AMENDMENTS OF 1955 
with other matters, such as those of a drafting and technical.natu: 
which we believe may be of SE eae 

Senator Monroney. Thank you very much, Chairman Rizley, f 
your fine statement and for the exhaustive survey that you have ma 
through the Board on that. 

Senator Bible, do you have any questions ? 

Senator Bisie. [have no questions, Mr. Chairman. 

Senator Monroney. Senator Schoeppel 4 

Senator Scnoerrer. I do not believe that I have any questions nov 
[ may want to submit some later. 

Senator Monroney. I wish you could a little more clearly outlin 
vou ideas of What the supplemental service would do on page » oT 
your statement. 

Mr. Riziey. If you do not mind, Senator, I would like to have Mi 
FitzGerald give you that information. 

Senator Monroney. Yes, you can have him give whatever you want 
on that. 

Mr. Rizitey. Mr. FitzGerald. 

Mr. lirzGeravp. Mr. Chairman, what we have in mind is this: We 
do today have a scheduled air carrier system which serves most of the 
major points in the United States and that service is extended to most 
communities in the United States that need air service. 

However, we are in the midst of a developmental process in which 
we are exp loring the possibility of all cargo operations and other 
kinds of specialized service and we believe that the Board should 
have the power to continue that type of experimentation. 

We would like to have the authority to set up a special experiment 
and to let it run for a reasonable period of years and if it succeeds, 
of course, it could go on to the regular process of certification. If 
it fails, that would end it. 

Senator Monroney. In other words, your idea of the supplemental 
service would be limited strictly to e ae rimental or to a type of serv 
ice that is not now being rendered by the certified airlines, as such. 

Mr. FirzGeravp. In part, sir: but I think this would also be true, 
that the certificate of a scheduled air carrier is all inclusige as to the 
operations which it may conduct. The Board may wish, for example, 
to have one aspect of its oper ations done | Vv a pr irticular group of car- 
riers, for example, all cargo operations, or vacation or tourist flights 
as as in the case of Resort Airlines, which has conducted a pleasure 
type of tour in the Caribbean area. 

eer Monroney. But, as far as you know this would not open up 
any new entry or involve additional competition with the present cer- 
tific ated air line sas to expt insion of coach service to all points or things 
of that kind? 

Mr. FrrzGrratp. Mr. Chairman, in my opinion, the provisions are 
broad enough to include th at. Ifthe Board should find that there was 
need for a specialized service, a third class service, a specialized coach 
service, and so on, as I understand this provision, it would cover it. 

Senator Monroney. It would cover it? 

Mr. FirzGrerawp. Yes. 

Senator Monroney. You feel the Board has in mind in its testimony 
here that it would be more of an experimental nature than actually a 
supplemental service to the existing certificated lines? 


unt 


Ve 


he 
st 


nt 
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Mr. FrezGrravp. The activities of the Board have. at the present 
, extended more to the experimental and developmental rather 
the division of the existing authorization into various depart- 

ts of service. 

Senator Monnron1 i Going on further to the statement regarding 

e new entry and the proposed amendment by Senator Magnuson on 

» competitive recommendations that is made in that, is the objection 
f the Board to that that it is not spelled out properly or that Congress 

ould write new, if it wishes a competitive situation or an expanding 

umber of airlines certificated for regular service, to be more specific 
its amendment ? 

Mr. FirzGrravp. That is part of it, sir. In addition, we believe that 
the provision of the proposed amendment which would provide for 
the shifting of the burden of proof to the Board is not wise, that that 
kind of shifting of the burden of proof should only occur if it is the will 
of Congress, that the area involved is one in which we primarily should 
iot regulate and if we enter at all we should do so only for some specific 
purpose such as in an intrastate situation where we would only wish 
to step in if interstate air commerce is being seriously prejudiced by 
some intrastate activity. 

Senator Monroney. That is covered in your intrastate section. 
What I am talking about is the testimony on the exemption powers 
which appear to me as the Board has testified would, under their 
recommendation and under some sections of the bill, prevent any car- 
rier, under the exemption features from working its way up to a posi- 
tion of fitness and service and the testing by actual flight conditions 
over a period of time to be able to come before the Board and ask for 
certification of certain rights. 

Mr. FrrzGreravp. Mr. Chairman, it is our understanding that the 
provision which has been proposed here would not so much accomplish 
what you have in mind, but would, in effect open the field so that all 
existing carriers would attempt to seek any additional routes which 
they might desire since the burden would be on the Board to show 
that it was not in the public interest to allov’ the extension or the new 
route requested. Now, that situation in our opinion would lead every- 
body already in the field to ask for additional routes as much as it 
would permit people not now in the field to come in. 

Senator Monroney. The people now in the field and now with per- 
manent certification have rights to come in and ask for different routes 
inder regular authority, do they not? 

Mr. FrrzGreratp. But, the burden would be upon the Board to show 
why they should not get it. 

Senator Monronrey. Under the proposed amendment the burden 
would be on the Board 

Mr. FrrzGrravp. On the Board to resist it. 

Senator Monroney. Does the Civil Aeronautics Board have any 
deas as to new entry into the air commerce field other than on a new 
type of service or expanding freight service and things of that kind ¢ 
I mean, does the Board policy visualize any time in the future that 
new permanent certifications would be given to operators wishing to 
fly and perhaps over a period of time who have demonstrated their 
abilities to fly certain types of passenger service to and from various 
route points in the country ? 
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Mr. FirzGeravup. That is correct, sir. 
Senator Monronry. What is deemed to be the test for new entry / 
Mr. FirzGrraup. It is the general test of fitness, willingness, ar 


apllity to per form the service and the public need for the service. 

Senator Monronry. Would there be any public need if the service 

now being rendered by certain airlines and that the very fact that 
the load is STrowIng al d that a competitive condition might help to 
expat d the search for or the development ot hew passenger revenue 
on the routes ¢ 

Mr. FrrzGerarp. I believe that that is clearly within the frame 
work of the act and it 1s the question which is be fore the Board 1] 
These cases, 

Senator Monroney. In other words, the final determination is left 
to ti Board? The act Mi idle ope n so that any new entry is permitted 
a hew entry can prove that he is willing and 
e and that there is an economic need for the additional service 
Is that correct ? 

Mr. FirzGeraup. Yes, sir. 

meenatol Monr NEY. But. up to th point there has not been any 


the Carrier seel 


ne trunkiine service oranted as to new entry other than the orand 
father tiheates of 1938 7 
Mr. ] Grratp. There has been no new entry except to expand 
existing carriers. Some of them have gone from regional services. 
Senator Monronry. Yes, we heard te stimony on that—National, I 


believe Western is, and pe aps Braniff. 

Mr. FivzGrraxrp. Also Northwest and Delta. 

Senator Monronry. They would be included in that group, but the 
new entry, there has been no new entry in these 16 years that the 


act has been in effect 4 

as sale oh 

Mr. FirzGrratp. And specifically there has been no entry by a large 
irregular. 


Senator Monronry. Have there been many applications? 
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Mr. Fi rERALD. Yes, sir: they would be cont | to stri ( 
‘ yyy hn carrier type ot ictivity 
Senator MONRONEY. And you do | have that ela ication at 
you, the contract carriers ? 
Mr. FirzGrratp. We have contract carriers, sir; but they are not 
: ject to thre Board’s IKconomie Reoulations, they ire subject to the 
| Air Regulations with respect to their safety, the so-called part 
» operators. 
Senator Monroney. Senator Bible, do you have anything ? 
Senator Bribie. No, sir. 
Senator MONRONEY. Senator Sx hoeppel ¢ 
Senator SCHOEPPEL. No questions on the general proposition but J 
, ust want to ask one question here, 


What is contemplated in here in helicopter service as you view it? 
Mr. FirzGreratp. Well, sir, if this act were passed without the modi- 
itTIONS which the Board has proposed then the hel copters would 
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have to receive a certificate just as any other air carrier. Otherwise, | 
do not believe that they would be atlected. I do not think that th 
numbers that we certificate and so on would be involved. 

Senator Scnoerrrent. That was my general impression. I wanted 1 
be “Ure. 

Senator Monroney. Mr. Sweeney / 

Mr. SwWEENEY. Mr. FitzGerald, J wonder if you could clarify fo 
me the difference between the Board’s power under the exemptio 
provision as you would recommend it be changed in exempting ex 
pel imental service and your endorsement of the prov ision for supple 
mental service alr carriers. Iam not quite clear as to when you would 
use your recommended exemption authority for experimental servic 
and when you would use the new power to certificate supplementa 
service Carriers. 

Mr. FirzGeravp. 1 hope that this will generally illustrate om 
problem. 

[ believe that initially where we are dealing with something experi 


mental or where it is small in nature it is very often desireable to have 
power to exenipt the carrier. It pro\y ides a ve ry simple and ile cible 
means of achieving our goal. Sut. supposing after a pe ‘riod of ex 


perimentation we find that the service 1s desirable and we want to 
continue it on a permanent basis. We would, of course, then proceed 
to certificate 

In sddition, I would like to point out—and this is a matter which 
has been of great concern to the Board in the past—that we lack the 
exemption power in foreign air transportation although it is very 
necessary to our operations. If we had it, we would _ have a 
rounded power which would enable us to authorize small or emer- 
gency type of oper: itions internationally which you do not now have. 

To give you an example. We have been bringing in rhesus mon 
keys by air for the polio experiment. 

Now. of course, the Board would not interpose any technicality in 
the way of the movement of those monkeys. However, from a strictly 
legal, technical standpoint, there is some question whether an authori- 
zation whieh we might give to KLM or BOAC to bring them into the 
United States in large numbers on a number of flights, is strictly 
in soi one with the powers which we have under section 6 (b) 
of the Air Commerce Act of 1926, and we, therofore, think that we 
should have that expanded authority. 

Mr. Sweeney. Am I correct that you would limit the present Board’s 
exe mption authority to prohi bit route type oper ations that would be 
the only restriction you would recommend putting into it? 

Mr. FirzGerarp. That is our conclusion, sir. 

Mr. Sweeney. I wondered if you could clarify what the chairman 
was asking. If the committee should decide that the "vy wanted to stress 
competition, just where could the act best be amended and should 
the statement of policy be amended in order to bring this about. Have 
you given any thought to that ? 

Mr. FrrzGrrautp. We have no specific thoughts, sir. I would make 
several comments. 

First, I believe that the Board has tried to follow a policy of ex- 
panding competition as the industry grew and competition was needed. 
We are glad to supplement the record in that respect and show what 
we have done. 
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[f Congress does not feel that we have done enough in that respect 
_of course, would like to know. | 

We also would be please “l if the committee wishes us to submit any 
ecific recomme ndations as to other amendments that might be ni: ade 


\ 


ere 

\ir. SWEENEY. I was referring tot he sentence on page LS: 

should be done through the incorporation in the act of specific obligations and 

ties, inclusions, and exclusions, rather than through the addition of very gen 
eral phraseology in the declaration of policy. 

If you tell me what sections you are referring to there, if you have 
anything in mind. 

Mr. FirzGrratp. We had no specific provision in mind at the time, 

was expressed as & mere general principle that we thought should be 
observed if possible here, 

Mr. Riztvy. I think I would like to supplement that a little bit. 

Senator Monroney. I would like to hear you. 

Mr. Rizitey. I think it is the consensus of opinion down at the Board 
that under the law we have — to lo it. . is a question of 
what is to be done in all these ¢ pending. It is largely a matter 
of philosophy of the Board, I think, rather than any specific law as 
to what they want to do about the thing. That is my judgment about it. 

Senator Monroney. You feel that the law is broad enough that the 
policy as now stated would permit new entry if the applicant was 
willing and able and an economic need for his services than exist 
between points for which he is then applying ¢ 

Mr. Rizixy. That is right, Mr. Chairman. 

Senator Monroney. And there is no deficiency or need for the law 
to be changed ¢ 

Mr. Riztvy. That isthe way we feel about it. 

Senator Monronry. Do you have any questions 4 

Senator Brie. I have no questions. 

Senator ScHoeppeL. I have no questions. 

Senator Monroney. Thank you. If you have nothing further we 
appreciate, very much, your appe: aring before the Board. 

Mr. Riztey. Thank you, Mr. Chairman. 

Senator Monroney. I would like to place in the record a letter from 
the Civil Aeronautics Board with reference to presidential policy in 
determining air-carrier service overseas. 

Also, a letter from the White House in the same matter. 

Mr. Riztey. Mr. Chairman, may I inquire, that first letter you 
referred to is our letter directed to Senator Magnuson in response to 
his inquiry to us regarding section 27? 

Senator MoNRONEY. Yes, sir. 

Mr, Riztxy. Thank you. 

(The letters referred to are as follows :) 

Civin AERONAUTICS BOARD, 
Washington, D. C., April 27, 1955. 
Jion. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

Drak SENATOR MaGNuson: This is in partial reply to your letter of February 
1, 1955, asking the Board for a report on S. 1119, a bill to amend the Civil Aero- 
nauties Act of 1938, as amended, and for other puropses, and relates to thé pro- 
visions of section 27 of the bill amending section 801 of the Civil Aeronauties Act. 
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SENATOR M son: This is in reply to your letter to the President 
PQS I \ vo equested the views ot the a Iministration on section 
Gg b mend the (¢ il Aeronautics Act of 1938, as amended, and 
i Thane 
27 effect three major changes in present legislation: 
ild e President’s power in approving certificates for foreign air 
nd in approving permits to foreign air carriers to cases lich 
nes ma ffec he national defense or foreign policy of the | ted 
uuld eliminate Presidential review for cases involving overseas and 
r transportatio 
) l re est the President to report to the Congress his reasons fer 


g approval from recommendations of the Civil Aeronautics Board. 
guage limiting the President’s power of approval or disapproval to 


volve considerations of national defense or foreign 


f any, useful purpose. Because all overseas air trans- 


eases may affect the national defense or the foreign policy of the 


ites, the President would still have no choice but to consider each as it 
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when it is realized that under normal ratemaking principles the rates are de 
signed to return to the utility its legitimate costs plus a reasonable return on it 
investment properly devoted to the enterprise, whereas Universal Postal Union 
rates are established as maximum rates which a postal administration, whos« 
air carrier services are being used by other postal administrations, may chargi 
for the transportation of mail. Thus, the practical effect of this provisior 
would be to tie the service rates payable by the Postmaster General to United 
States air carriers to the rates established as the maximum rates by the Uni 
versal Postal Union, without regard to the cost of providing the service or other 
standards which would normally be appropriate in establishing fair and reason 
able rates of compensation. To a considerable extent, this provision would 
place in the hands of foreign countries the power to influence the rates which 
this Government must pay to American carriers for the transportation of mail. 

At the present time, under Reorganization Plan No. 10, the Civil Aeronautics 
Board has established fair and reasonable rates of compensation pursuant to 
normal ratemaking principles. By and large, these rates yield compensation 
to the carrier in amounts sufficient to allow the carrier its cost plus a fair return 
on its investment. The Universal Postal Union maximum rates of $1.91 per 
ton-mile would be in striking contrast to the cost of furnishing the service, plus 
a fair return, which the Board has recently estimated to amount to no more 
than 55 cents per ton-mile for the transatlantic operation and 50 cents per 
ton-mile for the transpacific operation. The difference between these two rates 
would amount to hidden subsidy to United States air carriers, thus defeating 
the separation of subsidy from mail payments. If the current Universal Postal 
Union rates charged the United States by foreign postal administrations for 
the use of foreign air carriers were established as the rates we must pay 
United States air carriers for the transportation of United States mail in inter 
national operations, it is estimated that the Department’s payments would be 
increased by approximately $96,847,220 annually. This includes payments for 
the transportation of military mail moving in international air operations. 

The bills would also require the Board, in establishing rates for the transpor- 
tation of mail, to fix a minimum weight of each mail dispatch to each point to 
which mail is dispatched. It is believed that a determination as to whether 
there is a need for a minimum weight feature in airmail rates should be left 
to the discretion of the Board, rather than making it mandatory. Any require- 
ment for a minimum weight provision would in many instances require the 
Department to alter the present procedure of dividing mail loads between 
competing carriers, or between successive schedules of the same carrier, in order 
to guard against hidden subsidies from fictitious mail loads. 

The proposed legislation also provides that “any air carrier holding a certifi- 
eate” authorizing the transportation of mail in air transportation is entitled to 
petition the Board for subsidy. It would appear that only carriers holding mail 
certificates are entitled to make a claim for subsidy; in this respect there is no 
change from present law. The Department believes that this provision should 
be changed so as to provide a total and complete separation of the subsidy pro- 
gram from the mail transportation service. Otherwise, when the Civil Aero- 
nautics Board has before it the question as to whether a carrier should be 
authorized to engage in the transportation of mail, the decision may be influenced 
by the fact that the granting of a mail certificate will thereby authorize the 
carrier to claim subsidy under other provisions of the act. 

To eliminate this possibility, the Denartment urges that the right to claim 
subsidy be completely divorced from the mail certificate by providing that a 
mail certificate is not to be the initial requirement for claiming subsidy. In 
this connection, the Department wishes to emphasize that it is not proposing 
that Government subsidy be expanded to cover any and all carriers who have 
been or may be granted any type of certificate of convenience and necessity. It 
is noted that the present language of the legislation expressly provides that 
the fact that a carrier holds a certificate authorizing certain services shall not 
be deemed conclusive of the issue as to whether any such service is essential 
air transportation warranting Government assistance in order to enable the 
carrier to continue the services. 

Thus, the distinction is being made in the legislation. for subsidy purposes, 
between the rights granted under a certificate to perform services, and the right 
of the certificated carriers to obtain subsidy for éssential air transportation. 
Since this distinction is being provided in the legislation, the initial requirement 
of mail certificate for subsidy appears unnecessary. By eliminating the mail 
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certificate requirement, existing certificated carriers who are not now receiving 
subsidy because they do not hold a mail certificate would become eligible for 
subsidy only after it is shown by them that the grant of subsidy is necessary 
in the interest of essential air transportation as set forth in the legislation. 

This Department has also been requested to comment on amendments C, D, 
ind EB, intended to be proposed to S. 1119. 

With respect to amendments C and D, this Department has no recommendations 
to make, 

Amendment E would introduce a new plan respecting subsidy mail pay, and 
in addition introduce a new element in the fixing of service mail pay as distin- 
ruished from subsidy mail pay. In fixing rates for the transportation of mail, 
the Board would be directed to consider the value of such transportation, The 
Department has consistently opposed the introduction of value of service in fixing 
fair and reasonable rates for the transportation of airmail, believing that such 
rates should not exceed cost plus a fair return. 

Also, under amendment E, any carrier holding a mail certificate may apply 
for mail compensation which includes a subsidy for providing such service 
Eligibility for subsidy and the amount thereof would be fixed by a subsidy 
administrator, administratively responsible to the Board Chairman, and the rate 
so fixed would become effective unless the carrier shall request, or the Board 
shall decide on its own initiative, that a hearing should be held. Prior to the 
issuance of an order fixing a subsidy rate, the Postmaster General and the 
Chairman of the Board, without participation by any other party, would agree 
what portion thereof constitutes service pay and what part constitutes subsidy ; 
in the event they could not agree, the Director of the Bureau of the Budget 
would fix the portion representing service pay, from information available to 
him, and the balance would be considered subsidy. Service pay would be paid 
by the Department and subsidy would be paid by the Board. Within 6 months 
after the enactment of the amendment the Board Chairman must prescribe 
standards to be applied in establishing subsidies, including standards to enable 
carriers to properly perform the air transportation authorized by their certi 
eutes. 

Amendment E to 8. 1119 is objectionable to the Department for several reasons 
First, by permitting a carrier to petition for a mail rate which includes subsidy 
from the mail service. It is the Department’s belief that all mail provisions of 
the Civil Aeronautics Act, including the certificate provisions as well as the 
mail rate provisions, should be separate and apart from provisions relating to 
the granting of subsidy. Second, although amendment E would provide for a 
separation of the subsidy from the amount of compensation to be paid by the 
Postmaster General, to be determined by the administrative action of the 
Chairman of the Civil Aeronautics Board, the Postmaster General and the 
Director of the Bureau of the Budget, it would appear to be much more desirable 
to permit the Civil Aeronautics Board to establish fair and reasonable rates of 
compensation independently of any subsidy considerations. Under this amend- 
ment, final decision as to what constitutes service mail pay and what constitutes 
subsidy could be decided by the Director of the Bureau of the Budget, from 
which the Postmaster General would have no appeal. 

Amendment E also includes provisions relating to value of service, establish- 
ment of minimum weights, and the requirement that the Civil Aeronautics Board 
shall take into consideration, in fixing rates for our international carriers, the 
rates paid to foreign air carriers under the Universal Postal Union, which have 
been hereinbefore discussed. 

It is not practicable to estimate the effect that the enactment of amendment 
E would have upon postal expenditures. 

In view of the foregoing, this Department is opposed to the enactment of 
this legislation in its present form. 

The Bureau of the Budget has advised that there would be no objection to 
the submission of this report to the committee. 

Sincerely yours, 
CHARLES R. Hook, Jr., 
icting Postmaster General. 


Mr. Gorr. Well, it is a pleasure to appear before you gentlemen at 
this time. TI had expected Mr. Paul C. Ledrick, who is the Deputy 
Assistant Postmaster General in Charge of Transportation, to be here, 
but I will make this statement on behalf of the Department. 
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we use the services of Air France, we must pay the rate quoted by 
the Postal Administration of France. 

Histori lly, member countries of the union have carefully dis 
tinguished between mail rate s which are charged or paid to foreign 
air carriers for the use of their services, and rates paid to their ow: 
national carriers. In the ee eras agreements, the Postal Unio: 
has prescribed the maximum rate which one country may charge 
another. ‘These maximums have been at compar% atively high levels, 
and historically, for varying independent reasons, the countries having 
air carriers engaged in international operations have maintained the 
rate at the maximum permitted. At present the maximum rates ar 
as follows: for letter mail, $1.91 per ton-mile, for parcels, 59 cents per 
ton-mile, and for newspapers, 47 cents per ton-mile. 

The $1.91 rate for letter mail, which makes up the greatest part ol 
the volume, is in sharp contrast to the transatlantic and transpacifi 
rates of 55 and DO cents per ton mile prescribed by the Civil Aero 
nautics Board. This differential exists and is explainable only by 
the fact that the Unive rsal Postal Union maximums are charges 
between poneans administrations, and have not been prescribed as rates 
established or reriistic normally accepted ratemaking princ iples. 

Senator Scrorrret. Mr. Chairman, I would like to ask the gentle 
man a question at this point. 

Senator MoNRONEY. Senator Schoeppel. 

Senator Scuorrrer. What you are referring to there, if this bill 
vas celia with the provisions in it which you do not think ought 
Lo bye in it. you W ¢ uld be placed Ih a kind ot a straightjacket position ; 
would yo Lnot ? 

Mr. Gorr. Well, I would say we would be. 

Senator Scnorrrer. And it would cost us a lot more money? 

Mr. Gorr. Mr. Wadsworth, could you explain that / 

Mr. Wapswortnu. It would cost us a lot more money, and I think in 
the sfatement it will be show hn 

Senator ScnHorrren. All right, yes. I have not had a chance to read 
the statement through. 

Mr. Gorr. But the countries have agreed, pursuant to the present 


postal convention to maintain these charges at a high level, eac! 
country for reasons of its own. 

In the case of the United States air carriers, the volume of foreign 
ountry mail carried by them is far greater than the volume of United 
States mail transported by foreign flag carriers. Thus - ere 1s a sub 


tantial net balance in favor of the United States air carriers. Ob 
viously, therefore, it is to the advantage of our carriers that this 
charge between postal administrations be maintained at a high level. 
Moreover, it finan lally benefits the United States Government to the 
extent that the foreign mail revenue reduces the carriers’ need for 
subsidy. 

Total payments by foreign countries to United States air carriers 
for the fiscal 19 954 amounted to approximately $8,922,357, Payments 
by the United States to foreign flag carriers amounted to $2,191,945. 
It is this situation which has prompted the United States air car 
riers to urge that the Universal Postal Union rate be maintained 

high level. Indeed, there have been many instances where our car 
riers have urged the Department to dispatch less outgoing United 
States mail via American flag carriers and increase the volume dis- 
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patched on fore ign flag carriers so that by rec iproc al action they in turn 
will receive greater volume from fore! lgn countries Henn chr rs who 
have urged suc h action have expressly recognized and admitted that the 
higher expe nditures incurred by the United States postal service as a 
result of executing such arrangements are not properly a function 
of — pos stal service but are attributable to other factors such as the 
idy factor. In urging us to implement the policy of greater use 
sr ien flag air carriers, other interested agencies of our Government 
have expressly recognized that these extra expe nditures by the Post 
Oflice Department are not being incurred for purely postal services 
but are expenditures in the n: ure of an indirect subsidy ultimately for 
the purpose of reducing direct subsidies to our own flag carriers. 

S. 308 and S. 1119 provide that the Civil Aeronautics Board shall 
take into consideration the rates paid to foreign air carriers for trans 
porting our mail in international operations. This is highly objee 
tionable for the following reasons: 

1. Since only about 10 percent of United States international mail 
is carried by foreign air carriers, the provision permits the tail to wag 
the dog. 

2. It would require the Civil Aeronautics Board to depart from 
normal ratemaking principles, and consider as a factor a rate admit 
tedly not related to cost or other normal ratemaking principles and 
established only as a charge between postal administrations. 

3. It would permit a relatively high charge, established as a charge 
between post: al administrations, to influence the rate we must pay our 
own carriers, As previously mentioned, the United States Govern 
ment has supported the high Universal Postal Union rate in the in 
terest of the United States carriers because of the subsidy factor. 

|. If the rate of $1.91 per ton mile which we charge foreign coun 
tries for using our air carriers, and which is the same rate foreign 
countries in turn ia us for using their air carriers, were applied 
to Civil Aeronautics Board prescribed rates which we pay our United 
States international air carriers, it would increase our paym ents to 
uch air carriers fourfold, or by approximately $97 million annually. 
This is a striking contrast. to the estimated subsidy to these carriers 
for fiseal 1956 amounting to about $20 million. In other words, sub 
idy and service mall pay combined for United State international 
air carriers is expected to total only approximately $50 million an 
nuallvy. whereas, under the Universal Postal Union rates our mail 
payments alone would amount to an estimated S1Y 7 million. 


MINIMUM WEIGHT 


Other features of these bills are also objectionable. One such 
feature would require the Board, in fixing rates for the transporta- 
tion of mail, to fix a minimum weight of each mail dispatch to each 
46 to which mail is dispatched (S. 308, p. 14, lines 5-8: S. 1119, 
p. 11, lines 17-20; amendment E to S. 1119, p. 3, lines 11-14). Here, 
again, the bills open the door to hidden subsidies, since any preserip- 
tion for a minimum mail level can result in fictitious mail loads, for 
the transportation of which the Department must pay the air carrier 

We believe that a determination as to whether there is any need 
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\s has been heretofore explained, maximum rates for the transpor 
tation of airmail are established by the Universal Postal Union, al 
though that is but one small detail of the many postal arrangements 


entered into by the postal convention. 

We construe section 30 of S. 308 to relate to the regulation and co 
ordination of international air transportation, and as having no rela 
tion to postal iam between this and foreign governments. 
But to eliminate any doubt, we suggest that the provision be amended 
so as to state explicitly that it does not apply to postal agreements. 

For the reasons stated, the Department opposes the enactment of 
either S. 308 or S. 1119, including amendment E to the latter, in their 
present form. 

And I might say that this last statement I made in reg od to the 
international postal agreement and the necessity of treaty—that sub 
ject was not included in the letter addressed to the Chairman. But 
that statement has since been cleared with the Bureau of the Budget 

Senator Monroney. Thank you, very much, Mr. Goff. 

Mr. Gorr. Thank you, sir. 

Senator Monronry. Senator Bible, any questions ? 

Senator Brsie. No questions. 

Senator Monronery. Senator Schoeppel, any questions? 

Senator ScHorrre.t. No que stions. 

Senator Monroney. Other than these objections you have as to the 
effect of the mail pay on the Universal Postal Union rates, and the 
subsidies administered, you have no further objection to it? 

Mr. Gorr. We have no objection to the bill otherwise. Of course. 
we feel that we should not really express an opinion on the bill gen 
erally, except as to some postal parts. But we have no other objection 
to it. 

Senator Monroney. You st rongly believe that the principle of sep- 
aration of mail pay and subsidies must be maintained ? 

Mr. Gorr. I think it 1s fundamental to a fair operation of the 
Postal Department and to the public generally. 

Senator Monronry. Thank you, very much. 

Mr. Gorr. Oh, yes, I forgot one thing. We did have an objec 
tion to minimum wage. A minimum wage might get us into a sub 
sidy. 

Senator Monronry. You feel that the Civil Aeronautics Board is 
more capable of determining the instances where a minimum wage 
might be necessary ? 

Mr. Gorr. We do, sir. 

Senator Monroney. Thank you, very much, Mr. Goff. 

Senator Monroney. Our next witness will be Mr. Daggett Howard, 
Office of the General Counsel, Department of the Air Force. 

Mr. Howard, we are pleased to have you before the committee, and 
we have I believe 2 statements from you, 1 a résumé of your longer 
statement, is that not correct ? 

Mr. Howarp. There is one statement which is rather brief. There 
are some mee written comments which we submitted. 

Senator Monroney. These comments will be made a part of the 
record of this hearing. 
You may proceed, sir. 





rr 





CIVIL AERONAUTICS ACT AMENDMENTS OF 1955 145 


STATEMENT OF DAGGETT HOWARD, OFFICE OF THE GENERAL 
COUNSEL, DEPARTMENT OF THE AIR FORCE 


Mr. Howarp. | s ant to thank you and your committee on behalf of 
» Department of Defense for offering this op portuni ty toe xpress 
our views on S. 3808 and S. 1119. The De ‘partment of the Air Force 
as been designated to speak in behalf of the Peanbaiais of De Sas 
on these bills. 
As you know. both S. 308 and S. 1119 represent thoroughgoinge re 


visions of certain existing Federal laws governing civil aviatio in 
particular the Civil Aeronautics ict of 1938. 


Before making several more detailed conments upon the proposed 
legislation, I would like to discuss brie fly the general interest we have 
n these bills. S. 808 and S. 1119 would make some rather sweeping 
hanges in existing law relating to economic and safety reeulation of 

vil aviation, together with the mechanics of a ‘complishing such 
regulation. As might be expected, the Department of Defense is more 

iterested in the overall results of regulation than in detailed methods 
ina mechanics. 

It has become incre asingly clear with the passing of time that civil 
iviation—bel Ing the key factor it is in the national tr ansport: ation 

ystem—is an integral part of the highly developed economy needed 
n our modern age to support defense prepar: itions in time of peace, 
and to support successful milit: ary operations in time of war. It per 
forms vital defense tasks both in day-to-day transportation of goods 
and personnel for the military departments and in making available 
much-needed reserve airlift in tines of emergency. In addition, the 
military departments have a vital interest in the strategic route sery 
ices provided by our international carriers, to meet a major part of 
worldwide military communication and transportation requirements. 
The Department of Defense believes there is no other means of meet 
i these national defense needs at lower cost to the Government than 
by fostering a healthy civil aviation industry, as nearly self-sufficient 
as possible. I might add that the task of building and maintaining 
the large numbers of aircraft utilized by a growing civil air transport 
ndustry provides, in turn, a stabilizing influence on the aircraft manu 
facturing industry. And it goes without saying that the Department 
of Defense wants the productive capacity of our aircraft manufac 
turers kept at the highest practical level. 

The Department of Defense is not in a position to make any defini 
tive appraisal of the effect S. 308 or S. 1119 may have on the air route 
structure or the capability of civil aviation to meet military needs. 
At the same time, it can be said that no serious impediment has pre 
sented itself under existing law, as far as Department of Defense 
transactions with civil aeronautics agencies of the Government or with 
the air carrier industry are concerned; and there do not appear to be 
any substantial changes proposed in either S. 308 or S. 1119 which 
would in any way prejudice such transactions. 

On the other hand, after careful study of both bills, we have found 
several aspects which we think could be altered to make better allow- 
ance for certain national-defense arnanee rations. As I understand it. 
the chief objective of either S. 308 or S. 1119 is to bring existing law 
governing civil aviation up to date. i this connection, I believe 
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\I { rman, I again wish to express our appreciation for the 
is given the Department of Defense 
our views on this proposed legislation. 

hank you, very much, Mr. Howard, for your 


it1lO vour committee h 

Vil ry | Oo present 
Senator \VIONRONEY. | 
statemel 
enator Bible. ado you have ANV questions 4 
Senator Brete. No questions, 
Senator Monronry. Senator Schoeppel ? 
Senator SCHOEPPEL. No que stions. 


Senator Monronry. Mr. Sweeney, do you have any questions of 


] 
ward ¢ 


Vil i 
Mr. Sweeney. The detailed comments that were submitted are very 
nportant, but I think we hardly have time to go into them here. 
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Senator Monroney. You will stand ready, if vou will. when we vet 
rough the compilation of the testimony, to perhaps vO Into this 


I te i 


roi 
: r 1 1 sam AT > 
Mr. Howarp. Yes. Thank you, very much, Mr. Chairma 
‘* ] l 1} 
he letters referred to above are as follows:) 
CIVIL Al A BOARD 
Washi n. D. ( Jun 
ii A. S. MIKE MONRONEY, 
Chairman, Aviation Subcommittee, 
Committee on Interstate and Foreign Conn ar 


United States Senate, Washington, D. ¢ 


DeaR MIKE: In accordance with the oral request which you made of me 
al days ago, the Board has reviewed the provisions of S. 308 and S. 1119 
the purpose of recommending to the committee those proy ous Wl ee 


opinion, are most urgent and necessary for civil aviation tod: 
The Board’s basic position with respect to the two bills is contained in the 
tatement presented by me before your subcommittee on April 27, 1955, and 
the Board's supplementary statement transmitted to you under date of 


ay 25,1955. These 2 documents still represent the Board’s views with respe 


However, in the Board’s opinion, certain of the amendments recommended 
these bills are of greater importance than others; and the purpose of this 

etter is to set forth those Provisions which we feel are of the greatest im 
rtance for enactment in this session. 

Three amendments stand out above the others in importance. One of these 

s the amendment of the act to authorize the Board to issue supplemental 

ervice certificates. The material necessary to accomplish this result is col 

ned in an amendment intended to be proposed by Senator Magnuson to S 

111% This proposed amendment would insert in the Civil Aeronautics Act a 

‘finition of “supplemental service air carrier,” and a new amendment to sec 

on 401 (f) of the Civil Aeronautics Act. 

An area of equal importance in the Board’s opinion is rate power in foreign 
iir transportation. This has two aspects, the first relating to authority ove 
rates charged by foreign air carriers, the second over rates of United States 

ig line carriers in foreign air transportation. 
With respect to the first aspect, the language set forth in section 17 of S 
1119 is appropriate, and the Board recommends its enactment. With respect 
the second aspect, sections 18, 32, 23, and 34 of 8S. 1119 are designed to accom 
plish the basic purpose, although the Board strongly urges that certain amend 
ments be made to these sections before they are enacted. Present section 32 of 
he bill would insert a proviso limiting rate control to the prescription of 
easonable minimum rates, fares, and «harges. Not only does the Board be 
ieve that such a limitation is wrong in principle, but we al » point 
ut to the committee that the advantages which would accrue to the United 
States under the various bilateral air transport agreements incorporating the 
| so-called Bermuda principles would be placed in doubt by providing only mini 
mum rate control power. In this regard we respectful 
to the Board’s letter to you of May 27, 1955, commenting upon the statement of 

Mr. Miles in his testimony on behalf of the United States Chamber of Com 

merce for a full discussion of the advantages which would accrue by full rate 

regulatory power in foreign air transportation 

The third area of paramount importance, in the Board’s opinion involves the 

matter of civil penalties for violations of the economic provisions of the act 


} 
cle 


so desire te 


y refer the committee 


The appropriate amendments are set forth in sections 32 and 33 of S. 308 

The Board believes that enactment of the foregoing three items at this session 
would be a major accomplishment. 

Other items which the Board believes are desirable for enactment, but which 
do not have the same pressing urgency as the foregoing, are: 

(a) Subsidy separation legislation. Section 19 of S. 1119 will properly ac 
complish this result in principle, but the provisions should be modified, we be 
lieve, in accordance with the comments we submitted on April 27, 1! 

(6b) Contract carrier legislation. The provisions of title IV-A of S. 1119 and 
the corollary amendments throughout the bill will properly carry out this ob 
ective provided that the proposed section 454 (b) (2) is deleted 

(c) Extension of Board jurisdiction over intrastate operations of interstate 


te deD 
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air carriers. The adoption of this recommendation would be accomplished by 
the amendments proposed in sections 9 and 2 of 8S. 1119. With respect to the 
latter section, it is recommended that clause (b) beginning on line 8 of page 2 
of the bill be revised to read as foliows: 

“(b) That the Board shall by order relieve from the provisions of title IV, 
subsections (d), (g), (h), and (i) of section 1002, and section 1003 of this 
ict, air carriers who are not engaged in air transportation except for the car 
riage by aircraft between places in the same State of persons or property, the 
origin and destination of which are both in such State, if, and for so long as 
the Board tinds, after notice and hearing, that the operations of such air carriers 
do not and will not directly and adversely affect other air transportation.” 

(d) Extension of safety regulatory power over mechanics and air agencies. 
This result would be accomplished by enactment of subsections 26 (b) and (c) 
of S. 1119. 

The Board also believes it would be highly desirable if subsidy legislation, 
along the lines set forth in our supplemental statement, could be enacted at 
this session of the Congress. However, the Board recognizes that there are 
many controversial aspects to this matter which might not be subject to satis- 
factory resolution without further committee hearings. Consequently we have 
not included this subject in the items enumerated above. 

The Board hopes that the foregoing recommendations will be useful to the 
committee in its deliberations. 

Due to time limitations this report has not been cleared with the Bureau of 
the Budget. 

Sincerely yours, 
Ross Riziey, Chairman. 


SocreTy OF AMERICAN FLORISTS, 
Chicago 5, TU., June 2, 1955. 
Senator A. S. MrKE MONRONEY, 
Chairman, Aviation Subcommittee, 
Committee on Interstate and Foreign Commerce, 
United States Senate, Washington 25, D.C. 

DrAR SENATOR MONRONEY: This is in reference to bills introduced by Senator 
Magnuson and Senator Bricker both of which are described as the “Civil Aero- 
nauties Act of 1955” (S. 1119 and 8. 308, respectively). 

Recently I offered testimony before your subcommittee in support of S. 1192 
which had been introduced by Senator Magnuson and which proposes to pro- 
vide by statute the same considerations with respect to the transportation of 
agricultural commodities by air as has been traditionally provided for many 
years for those commodities in surface transportation. We feel that this is a 
matter of public policy which should be recognized in the Civil Aeronautics Act 
so that the producers of agricultural commodities will not be subject to changes 
in the administrative and regulatory policy of the Civil Aeronautics Board. 
Bitter experience with the Interstate Commerce Commission in very recent 
years has demonstrated that such discretion can become not only arbitrary but 
unpredictable. 

It will be appreciated very much if the testimony I presented to your com- 
mittee on March 30 will be referred to directly in connection with hearings on 
S. 1119 and 8S. 368. 

Another matter that concerns the florist industry is the need for some pro- 
tection against arbitrary embargoes by an airline. This problem was explained 
in considerable detail in testimony in connection with S. 2647 in the 83d Con- 
gress introduced by the late Senator McCarran and cited as the Civil Aero- 
nautics Act of 1954. I pointed out that one airline did a considerable amount 
of promotion for several years immediately after the war in the development 
of a new market in the Southeastern States for carnations grown in the New 
England area. The results were so successful that several producers made 
capital investments to increase their production facilities. Suddenly in the fall 
of 1951, just when the major shipping season was about to open, this airline 
placed a “temporary embargo” on the shipment of flowers. The reason given 
at that time was that the Government had requisitioned many of its planes so 
that there was now inadequate cargo capacity. Assurances were given that 
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the service would be resumed as soon as additional facilities could be obtained. 
It is now three and a half years later and the embargo is still in effect 
We respectfully urge the serious consideration of these matters by your com- 
mittee. 
Very cordially yours, 
Ropert H. Roianp, Evrecutive Secretary. 


Atm LINE PILoTs ASSOCIATION, 
Chicago 38, Il., May 31, 1955 
Tlon. WARREN G. MAGNUSON, 
Chairman. Committee on Interstate and Foreign Commerce, 
United States Senate, Washington 25, D. C. 

DEAR SENATOR MaGNuson: The Air Line Pilots Association has had an oppor- 
unity to review the comments submitted by Mr. Roger Lewis, Assistant Secre 
ary of the Air Force, Department of Defense, on S. 308, a bill to amend the 
‘ivil Aeronautics Act of 1938, which is currently being considered by your com- 
mittee. We find, after careful review of these comments, that we must, in the 
interest of the proper development of a sound aviation system for this country, 
take exception to several of the suggested amendments. 

We should like to make reference first to the proposed amendment 8 (d) (2) 
wherein an attempt is made to so amend the act as to allow military aircraft to 
be excluded from many of the currently existing air traffic rules. The Air Line 
Pilots Association firmly opposes the passage of any law which will give the 
authority for the control of air space to more than one agency. As a matter of 
practical fact, both civilian and military traffic must use the same air space. As 
the nature and extent of our flight activities has increased, it has become pain- 
fully evident that we are now approaching a saturation point insofar as this 
air space is concerned. To allow this air space to be regulated by more than one 
agency could only result in increased confusion and diminution of effective use of 
such air space. 

Further, subsection b. of the same numbered proposed change would provide 
the Department of Defense with the authority to suspend any air traffic rules 
upon notice by the Department that these aircraft were engaged in a military 
operation. 

Under presently existing regulations, the Civil Aeronautics Administration may 
suspend these rules upon proper notice by the Department and a determination 
by the Civil Aeronautics Administration that such suspension is in the public 
interest and necessary to further essential activities of the Air Force. We are 
unable to visualize a situation other than an extreme national emergency which 
would necessitate the placing of this right to suspend the rules exclusively in 
the hands of the Military Establishment. Consequently, we must oppose any 
amendment to the Civil Aeronautics Act of 1988 which would grant the Depart- 
ment of Defense the right to suspend air traffic rules upon their own initiative. 

We would also like to make particular reference to item 4 in the letter sub- 
mitted by Mr. Lewis which would amend the act to provide that any air contrac- 
tor may make charter trips or perform any other special service for a department 
or agency of the United States Government, without regard to the geographical 
or other limitations on services authorized in its license, under regulations pre 
scribed by the Board. Under the present statute, such authority may be granted 
by the Civil Aeronautics Board upon proper demonstration by the affected Gov- 
ernment agency that such trips are in the public interest and will in no way pro 
vide an economic advantage for one carrier over any other. It is felt that the 
present statute provides the relief requested and that to allow any department 
or agency of the United States Government to suspend the economic authority of 
the Civil Aeronautics Board whenever they wished, would not be in the best pub- 
lie interest and could, in the extreme, result in nullifying the authority of the 
Civil Aeronautics Board insofar as a substantial part of air commerce is con- 
cerned, 

While we realize that the military have problems different from those en- 
countered by civil air carriers, it is felt that, insofar as the use of air space and 
the application of economic controls are concerned, there can only be one set of 
rules and one responsible governing agency. 

We do not believe that your committee will give serious consideration to the 
aforementioned proposed amendments, but wish to apprise you of our extreme 
interest in these matters and further, in the event that serious consideration is 
given, we request the opportunity to appear and present more detailed informa- 
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would arise should the proposals sub 


{LA Cl N SAYEN President 


AIR AFT OWNERS AND PILOTS ASSOCIATION, 





Washington, D.C., June 9, 1955, 
H 4.8. Mi NI Re Fi. 
l ted States Senate, Washington, D. ¢ 
DEAR S ATOR MONRONEY: Our attention has just been directed to the recent 
by the Department of Defense that all military flying in the United 
ed from under the flight rules jurisdiction of the present civil 
vencie the Civ Aeronautics Board and the Civil Aeronautics Administration 
Ve have heard of this general proposal before, and we view it with the greatest 
( ! WW igree wholeheartedly with the position reportedly taken by the 
( | Aeronautics Board, to the effect that any such exemption from the air traffic 
rules for litary aircraft could only result in chaos 
We strongly urge that the most careful consideration be given to this matter 
It ould be AOPA’s position that this policy should be avoided at all costs 
Sincerely yours, 
MIAx KARA YT, Assistant General Manage) 
DEPARTMENT OF THE AIR FORCE, 
OFFICE OF THE SECRETARY, 
Ipril >. 1955 
Lis Wa G. Ma ON 
( aii ‘7 ( OM PMLLET EE Oi / ferstate and Foreig C'on MtLOCICE, 
/ ited States Nenate 
Dear Mr. CHAIRMAN: Reference is made to your request for the comments of 
the leepartment of Defense on S. 1119, 84th Congress, a bill to amend the Civil 
Aeronauties Act of 1958, as amended, and for other purposes, together with the 
amendment dated February 18, 1955, and the three amendments dated March 23, 
1955, Which Senator Magnuson intends to propose thereto. The Secretary of 


Defense has delegated to this Department the responsibility for expressing the 
views of the Department of Defense on this matter 
Although S 1119 would amend numerous sections of existing law roverning 


civil-aviation matters, the most significant changes relate primarily to the over- 


all scheme of economic and safety regulation of civil aviation, znd the methods 
for carrying this out. The military departments have extensive contractual rela- 
tions with the airline industry, even in peacetime, for purposes of moving per 


1] supplies by air. Hence, we have a real interest in the availability of 
sufficient airlift capacity at reasonable prices to meet such needs. In addition, 





the military departments have very important requirements for strategic route 
services to meet part of their world-wide communications and transportation 
needs, 

However, development of a financially sound Civil air-transportation system, 
which would assure these capabilities at the lowest cost to the Government, is 
based on various economic factors that do not fall within the purview of the 
Department of Defense. The Department is, therefore, not in a position to make 
any worth-while evaluation of the effect the amendments proposed in S. 1119 
would have on the route structure or the capability of civil aviation to assist the 
n tary in a national emergency. At the same time, it can be said that no serious 
Ss presented itself, under existing applicable law, in transactions 
between the Department of Defense and Civil Aeronautics agencies of the Govern- 
ment or the air-carrier industry. Likewise, the enactment of 8S. 1119 would not 
appear to substantially modify existing law in any way prejudicial to such 
transactions 

While the Department of Defense has no objection to S. 1119 from an overall 
standpoint, it is felt that certain detailed amendments of a technical nature, as 
hereinafter set forth, should be made to the bill. 

1. Section 5 of S. 1119 would amend section 1 of the Civil Aeronauties Act of 
1938, as amended, by adding several new definitions, including the term “air 
navigation.” The proposed definition of “air navigation” would include, among 
other things, operation of aircraft in commerce or otherwise upon any “airport” 





impediment 
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il nited States Section 3 of S. 1119 would strike the definition of il 
e” appearing in paragraph (38) of section 1 of the Civil Aeronautics t 
e The existing definition of “air Commerce” does not include the term 
airport.” Further, sections 13, 22, 26 (a), 28, 30 (f), 35 (a) and 38 of S. 1119 
ould substitute the proposed broader term “air navigation” in lieu ol a 


mmerce”’ in section 3 (Public Right of Transit), 601 (Minimum Standar 
Rules and Regulations), 610 (Violations of Title), 803 (Weather Bureau), 902 (h) 
(Transportation of Explosives and Other Dangerous Articles), 1005 (a) (Effe« 
ive Date of Orders; Emergency Orders) and 1101 (Hazards to Air Commerce), 
respectively, of the existing statute. In view of the foregoing proposed amend 
ments it is felt that the definition of “airport,” appearing in section 1 (S) of the 
Civil Aeronautics Act of 1938S, should be simultaneously amended to make it clear 


that certain provisions of the act (as they would be amended by 8S. 1119), r 


the power and re sponsibil ty of the Authority with respect to wiry ao 
not apply to military air bases It is, therefore, recommended that S. 1119 
amended by inserting the following new section after section G (line 12, page 4 

the bill), and by renumbering present section 7, and all subsequent se ous, of 
S. 1119 accordingly 

Section 7 Paragraph 10 of section 1 of the Civil Aeronautics Act of 1938, 


amended, is amended toreada 
‘*(10) “Airport” means any landing area regularly used by Civ 


s follows: 


for receiving or discharging passengers or cargo, but shall not clude 
such area, or part thereof, under the jurisdiction, Custody, or control of a 
military department 
This proposed deiinition is carefully designed not to exclude so-called je e 
Pel to ee ent that such airport areu ‘ ( ris 
With the exception of section 14 of the bill, S. 1119 does not now undertake 
o amend title III of the ¢ il Aeronautics Act (Title IIL define 
nd dut t the Administrator). However, the proposed finition 
ention (section 5 of the bill) might be construed s 1 O CX] 1 Line 
| he \ Stravor rriele ti Lil ( ) i 
e exclusive authority of the military departments. Therefore, th: m ! 
ivigatior and “air navigation facilities hould imited ever thi 
ppear in title III so as to make it clear that the act does not l to 
vil agency the statutory authority to interfere in purely n 
itters Such limitation might best be effected b nse! e the dl 
hefore the terms “air navigation” and “air navigati faci 
ppear in sections 30] 302, 803, 305, and 507 of the ac 
i orl nting iil | Me | hi it j 1 j oO! The 1 ten 
approaches to airports, as proposed in sect 14 of the | { 
t the Secretary of Commerce should coordinate t] her inte ed G 
ent agencies It is, therefore, recommended that the new section 511 
pos by sectio ft of S. 1119, be l } ( 
merce’ appearing in line 2, page 8, of the bill, and by adding the f 
nmediately thereafter: “after considering the views and recommendati Ol 
other interested Federal agencies,” 
ft. In order not to handicap the Department of Defense, in its ne 
for contract airlift, new section 450 (e). as proposed by section 21 . Ss ae 
should be amended by adding the following after the word arrier, in ne Is 


page 23, of the bill: 
“However, any air contractor may make charter trips or perform any othe 


special service for a department or agency of the United States Governmen 





vithout regard to the geographical or other limitations on services authorized 
n its license, under regulations prescribed by the Board.” 

5. To preserve military security, new section 4° 
21 of S. 1119, should be amended by adding, after the word “thereof,” in line 38, 
page 29, of the bill, the following: 

“However, military contracts bearing a security classification will not be 
disclosed until released by the appropriate military contracting agency.” 

6. To prevent delay in the emergency utilization of contract airlift by agencies 
of the Department of Defense, and to insure that the government will not be 
prohibited from renegotiating rates and charges contained in military contracts, 
t is recommended that section 452, as proposed by S. 119, be amended by adding 
after paragraph (d), line 8, page 30, of the bill, the following new paragraph 
“(e)” 


2 (b), as proposed by section 





“PROVISIONS RELATING TO MILITARY CONTRACTS 


“(e) (1) Bids submitted to and accepted by the Department of the Army, 
Department of the Navy or the Department of the Air Force for charter or 











152 CIVIL AERONAUTICS ACT AMENDMENTS OF 1955 


contract service shall be filed in accordance with this section; however, such 
service may be performed prior to approval of the Board in the event that a 
military emergency requiring such service is declared by the Secretary of the 
Army, Navy or Air Force, respectively, and provided the time required to ob 
tain approval of the Board would delay accomplishment of the military mission. 
An after the fact statement justifying such emergency action shall be submitted 
to the Board by the military secretary concerned. 

(2) The provisions of sections 452 and 453 of this title shall not prohibit a 
renegotiation of rates and charges contained in military contracts, under such 
joint regulations as the Board and the Department of Defense may prescribe.” 

7. Since section 22 of S. 1119 would, by substituting the term “air naviga 
tion” for “air commerce” in section 601 of the Civil Aeronautics Act, broaden 
the regulatory power of the Board, the following amendments are considered 
necessary to section 601 (a) of the Civil Aeronautics Act (as it would be amended 


Section 601 (a) (1) should be amended by inserting, after the word 
‘propellers,’ the following : 
other than aircraft, aircraft engines, and propellers of the national defense 


forces of the United States,’ 
b) Section 601 (a) (2) should be amended by inserting, after the word 
liances,’ the following: 


ther than appliances of the national defense forces of the United States,’ 


c) Section 601 (a) (8) should be amended by inserting immediately after 
the rd ‘appliances’ in subsection 601 (a) (3) (A), the following: 
other than aircraft, aircraft engines, propellers, and appliances of the national 
defense forces of the United States,’ 
(d) Section 601 (a) (4) should be amended by inserting immediately preced 
ing the word “required,” the following: 

‘other than reserve aircraft, aircraft engines, propellers, appliances, and air- 
craft fuel and oil of the national defense forces of the United States,’ 

“(e) Section 601 (a) (6) should be amended by inserting, immediately pre- 
ceding the word ‘as,’ the following : 

‘other than practices, methods, and procedures of the national defense forces 
of the United States’.” 

8. (a) Section 26 (a) of S. 1119 would amend existing section 610 of the 
Civil Aeronautics Act by substituting the broad term “air navigation,” in lieu 
of “air commerce,” throughout the section. Section 26 (b) of S. 1119 would 
amend paragraph (2) of section 610 (a) of the Civil Aeronautics Act of 1938, as 
amended, by adding language designed to make subject to civil penalties any 
person who might serve in any capacity as an airman in connection with any 
civil aircraft, aircraft engine, propeller, or appliance used or intended for use, 
in air navigation without an airman certificate authorizing him to serve in 
such capacity. From time to time agencies of the Department of Defense find 
it to be the best interests of the Government to contract with air carriers for es 
sential and expeditious airlift. Such utilization of civil air carriers requires 
that civil aircraft land on military airfields for the purpose of loading and un 
loading. On occasions such civil aircraft so engaged have encountered mechani 
cal difficulty while in flight or on a military airfield, and it has been determined 
that, in the absence of reasonably available civil repair facilities, it is to the best 
interest of the Government for essential emergency repairs to be made by per- 
sonnel of the Department of Defense. Should such repairs not be made by De 
partment of Defense personnel, delays of many hours or days can be expected 
in some cases, thereby defeating the purpose of utilizing civil airlift. The 
Department of Defense therefore feels that it is justified, and acting in the best 
interests of the Government, in making emergency repairs to enable expeditious 
completion of the civil airlift mission. Further, military airfields are in some 
cases designated as alternate airfields for civil aircraft in the event of difficulty, 
and certificated airmen are not available at such bases to make necessary 


repairs Military personnel and civilian employees of the Department of De 
fense are not required, in the performance of their duties, to obtain the “air 
man certificate’ referred to in the proposed amendment. Hence, the enact 


ment of section 26 (b) of S. 1119 would place such personnel in the position of 
violating its provisions, should they perform emergency repairs to facilitate the 
removal of civil aircraft from a military installation. In this connection, your 
attention is invited to the testimony of representatives of interested Govern 
ment agencies and industry, on an identical proposal, before the House Com- 
mittee on Interstate and Foreign Commerce on June 24, 1954 (pp. 19-26, hearing 
before the Committee on Interstate and Foreign Commerce, Fouse of Represen- 
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atives, 83d Cong., on H. R. 6817, H. R. 6818, and HH. R. 7394 In ‘ 
fore ng. it is recommended that a subsection (a be added to section 
264 of S. 111. to read as follows 
d) (1) Section 610 (b) of the Civil Aeronautics Act of 1938, as amended 
irther amended by deleting the word “Foreign” from the title by renumber 
he existing section “(b)” as “(b) (1)”, and by adding the following new 
graph “(b) (2)” 
(b) (2) The provisions of subsection 610 (a) (2) and >) Shall not app 
tary or clvi n employees of the United States Department of Defe 
ndering mechanical, technical, or other assistance to civil aircraft, whil 
performance of their official duties.’ 
b) The Department of Defense rt jects, basically, to al eg ito} 
uld give a civil agency the statutory authority to regulate and cont 
flying. Military aviation is an inherently hazardous activity which mu 
be pursued in the interests of national defense. It regularly requires difficult 


rht maneuvers, formations, exercises and attitudes as well as operation of ait 


raft at high speeds, high gross weights and from unimproved landing area 





of which have no parallel in civil aviation Many of the normal and nece 
ary operations of military aircraft would probably be classified as careless o1 

kless operations should they be attempted or undertaken by civil aircraft 
The Armed Forces have promulgated flight regulations to cope with the need 
f military aviation, violations of which may be punished by courts-martial. At 
the same time the Department of Defense recognizes that, in the interests of 
safety in flight, certain uniform rules regulating the use of airspace by bot 
vil and military aircraft should be prescribed. However, such uniform rules 
re necessary, and compatible with the mission of agencies of the Department 
y with respect to the tvpes of flight set out in the following pro 
posed addition to section 26 of S. 1119 (as it would be amended by the amend 
ment proposed in foregoing paragraph 8(a) of this report) 


» 


“(d) (2). Section 610 (b) of the Civil Aeronautics Act of 1938, as amended, 
is further amended by adding the following new paragraph ‘(b) (3)’: 

‘*(b) (3) a. The provisions of subsection 610 (a) (5) ¢ f this title shall not 
apply to military personnel or civilian employees of the United States Depart 
ment of Defense while operating aircraft of the national defense forces of the 
United States, except with respect to violation of any air traffic rule or regula 
tion involving 

“4. Right-of-way and proximity of aircraft, when both aircraft of the 
national defense forces of the United States and civil aircraft are jointly 
involved, or 

‘i. Flight within control zones and control areas, or 

“ii. Operation on or in the vicinity of an airport (other than a military 
airbase or military landing area), or 

“‘iv. Flight under instrument flight rules and conditions; 

‘*h. Nor shall the provisions of subsection 610 (a) (5) apply to military per 
sonnel or civilian employees of the United States Department of Defense operat 
ing aircraft of the national defense forces of the United States while engaged in 

military operation with due notice to the appropriate civil airways officer in the 


} 
i 


of Defense, on 


area concerned.’ ” 

9. The new paragraph “(2)”, proposed for section 1002 (h) of the Civil Aero 
nautics Act of 1938, by section 34 of S. 1119, should be amended by striking the 
period at the end thereof, and by adding after the word “contractor” (line 16 
page 42 of the bill), the following: 

or to renegotiable contracts with an agency of the Department of Defense 

Subject to amendment in the foregoing manner, the Department of Defense 
has no objection to S. 1119. 

The Department of Defense is unable to estimate the fiscal effects of the 
proposed legislation. 

This report has been coordinated within the Department of Defense in a rd 
ance with procedures prescribed by the Secretary of Defense 

Time has not permitted submission of this report to the Bureau of the Budget 

Sincerely yours, 
Rocer Lewis 


{esistant Necretary of the fir Fores 
Senator Monroney. If there are no further witnesses, then, the 
subcommittee will stand in recess until 10 o'clock tomorrow morning 
(Where upon, at 3:50 p. M., the subcommittee was adjoul ned, to 
convene at 10 a. m., Thursday, April 98, 1955.) 
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THURSDAY, APRIL 28, 1955 


Untrep States SENATE, 
CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
SUBCOMMITTEE ON AVIATION, 
Wash ington, D.C. 

The subcommittee met, pursuant to adjournment, at 10:10 a. m., in 
room G-16, United States Capitol, Senator A. 8S. Mike Monroney 
(chairman of the subcommittee) presiding. 

Present : Senators Monroney, Bible, and Schoeppel. 

Also present : Edward C. Sweeney, aviation counsel. 

Senator Monronery. The Aviation Subcommittee will be in order. 
Our first witness is Mr. Kalijarvi, Deputy Assistant Secretary of State 
for Economic Affairs. 

Mr. Kalijarvi, will you come forward, please. 

We appreciate your courtesy in appearing before the committee and 
are glad to have the benefit of your views on these two aviation bills, 
and we would be glad to have you proceed In your own way. 


STATEMENT OF T. V. KALIJARVI, DEPUTY ASSISTANT SECRETARY 
OF STATE FOR ECONOMIC AFFAIRS, ACCOMPANIED BY J. PAUL 
BARRINGER, DIRECTOR OF THE OFFICE OF TRANSPORT AND COM- 
MUNICATION, DEPARTMENT OF STATE 


Mr. Kanisarvi. Thank you, Mr. Chairman. The Department. is 
very much interested in the two bills. It feels, however, that most of 
the bills are concerned with other agencies, rather than the Depart- 
ment itself. There are two principal provisions that the Department 
is very much concerned about: one in 8. 308, and the other in S, 1119. 
Therefore, my statement would be very short. 

The Department of State is interested in S. 308 and S. 1119 from 
the standpoint of the development of international aviation and the 
effect which enactment might have on the foreign relations of the 
United States. 

There are two sections of the bills—one in S. 308 and another in 
S. 1119—which are of primary interest to the Department of State, as 
[said before. The views of the Department with respect to the amend- 
ments proposed in these sections are as follows: 

The first amendment of primary interest to the Department of State 
is contained in section 30 of S. 308. 

Section 30 of Senate bill 308 provides for the addition of a para 
graph (b) to section 802 of the act to prohibit the conclusion except 
by treaty of any multilateral agreement between the United States 
and foreign governments which (1) generally grants a foreign gov 


155 











156 CIVIL AERONAUTICS ACT AMENDMENTS OF 1955 


ernment, or foreign airline a right to operate in air transportation or 
air contract service or (2) provides for United States participation in 
an international organization for regulation or coordination of inter 
national aviation. 

In this regard, it should be noted that the only international avia 
tion organization in which the United States participates is the Inter 
national Civil Aviation Organization, ICAO. 

The provisions for the establishment of this organization are con 
tained in the Convention on International Civil Aviation, a treaty 
submitted to the Senate for its advice and consent to ratification. 
After extensive hearings before the Senate Committee on Foreign 
Relations, the 79th Congress on July 25, 1946, gave its advice and 
consent to ratification (92 Congressional Record 9972). 

No — iteral agreement or treaty to which the United States is 
a party grants the right for foreign air carriers to exercise traffic 

rights 7 in the United States, either as foreign air carriers or as foreign 
air contractors 

As is evident from the above analysis this Department has not con- 
cluded any agreements contrary to the provisions of section 802 (b). 

The other amendment of primary sine to the Department of 
State is that contained in section 27 of S. 1119. 

Section 27 of S. 1119 provides for amendment of section 801 of the 
Civil Aeronautics Act of 1938, as amended. The proposed amend- 
ment would eliminate the requirement of Presidential approval on 
certificates authorizing an air carrier to eng rage in overseas transporta- 
tion or air transportation between places in the same territory or 
possesson and would limit the requirement for Presidential approval 
on certificates or permits for operations in foreign air transportation 
to cases in which the President determines that the national defense or 
the foreign relations of the United States would be affected by the 

transportation involved. 

The amendment would also include a request that in any case in 
which the President did not approve the proposed decision of the 
Board, he should report to the Congress giving the reasons for his 
disapproval and the nature of the action which he proposed. 

This Department recommends that the proposed amendments not 
be enacted. It is believed that the President in the exercise of his 
responsibilities relating to the national defense and to the interest of 
the United States in connection with international relations are such 
that he should have an opportunity to review any case dealing — 
operations beyond the continental United States and should not be 
requested to report his reasons for approving and disapproving pro- 
posed decisions of the Board except to the extent that he in his own 
discretion might consider such a report valuable to the welfare of 
the Nation. 

In connection with the Committee's consideration of amendments to 
section 801 of the act as proposed in section 27 of S. 1119, the Depart- 
ment suggests that the committee consider a further amendment to 
require Presidential approval—in cases comparable to those in which 
such approval is required for air carrier certificates and foreign air 
carrier permits—of Civil Aeronautics Board action on licenses for 
the new categories of operators—air contractors and foreign air con 
tractors—mentioned in section 21 of S. 1119. 
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In addition to the comments which I have just made, I would like 
at this point to invite the attention of the committee to two appendices 
which I am submitting to the committee for their consideration. 

Appendix A contains a series of comments and recommendations on 
other sections of S. 308 and 8S. 1119 upon which the Department places 
special emphasis. 

Appendix B contains comments and suggestions regarding other 
amendments of interest to the Department. I have confined my com- 
ments to those aspects of the bills which are of direct and immediate 
concern to the Department of State. 

J hope they will be responsive to the committee needs. However, 
should the committee desire, further statements or answers to ques 
tions will be given gladly. 

Senator Biste. Thank you, sir. Senator Schoeppel, do you have 
iny questions / 

Senator SCHOEPPEL. No. 

Mr. Sweeney. Mr. Kalijarvi, would you elaborate on why you feel 
it 1s necessary for the President to retain the power of approving 
certificates and licenses with respect to overseas air transportation; 
that is, transportation in and to United States possessions and Ter 
ritories ? 

Mr. Kanigarvi. The basis is that the President has responsibility 
for overseas operations, and it is our feeling that he should exercise 
the control, because of that particular approach or that particular 
responsibility. 

Perhaps, Mr. Barringer, you could give some details as to some 
of the basic thinking on this. 

Mr. Barrincer. I would be glad to, Mr. Chairman, with your per 
mission, I will elaborate a little further on that. 

Senator Binie. Certainly, Mr. Barringer. Please do so. 

Mr. Barringer. It is felt that on air transportation beyond the 
continental limits of the United States has as its extension tiunsporta 
tion routes to forelon countries, and, consequently, may affect the 
conduct of foreign affairs in such a way as to basically affect. the 
President's primary responsibility in these fields, and it is felt by the 
Department that the President, therefore, should have this opportunity 
to express approval or disapproval of routes in those areas, 

Mr. Sweeney. I was referring particularly to certificates that relate 
to routes within Hawatli or within Alaska. I believe they come now 
within the power of the President too, do they not 

Mr. Barrincer. The Department of State, from the point of view 
of the conduct of foreign affairs, would not be concerned with these 
articular routes. It 1s the extension of those routes into foreign 
erritories that is the concern of the Department of State and of the 
President. of course. 

Mr. Sweeney. Such extensions would come within the term of 
foreign air transportation, I believe. 

Mr. Barrincer. Yes, that is correct, Mr. Sweeney. 

Mr. Sweeney. The witness for the Post Office Department yester 
day, I believe, the Solicitor of the Department, raised the question as 
to whether postal conventions and agreements might come within the 
scope of these proposed amendments. 


} 
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Have you given any thought as to whether we should specifically 
proy ide for them ? 

Mr. Barrincer. No specific thought has been given, but certainly 
from reviewing the proposed amendments, I can see no conflict t 
possible postal conventions. 

I would like to check with a member of my staff to be sure that 
statement is correct. 

(The witness then confers with his staff.) Yes, that is correct. 

Senator Bieter. Did you care to ask anything further, Senator 
Schoeppel. 

Senator ScHorrren. No. 

Senator Bratz. At this point, without objection, the appendixes 
\{ and B which you submitted will be inserted in the record. 

(The above-mentioned document is as follows. ) 


APPENDIX A 


DEPARTMENT OF STATE TESTIMONY ON S. 308 AND S. 1119 (AS AMENDED) 


Section 12 of 8. 308 (sec. 11 of S. 1119) provides for the deletion of section 
1 (29) of the Civil Aeronautics Act of 1938, as amended, and the substitution 
of a new paragraph (31) therefor, defining the term “Possessions of the United 
States.” 

It is suggested that the revised definition be further amended to include 
territories (such as Okinawa) for the administration of which the United States 
is respons'ble under other than trusteeship or temporary military occupation 
pending the termination of any hostilities by a treaty of peace. This could be 
accomplished by adding after subparagraph (c) a new subparagraph to read 
substantially as follows: “Any territory for the administration of which the 
United States is, or may become, responsible under any treaty or other inter. 
national arrangement: Provided, That nothing in this subparagraph shall be 
construed to apply to territories under temporary military occupation by the 
United States.” 

Section 20 of S. 308 (sec. 17 of S. 1119) provides for amendment of section 
402 of the act by adding a new subsection (i) which would grant the Board 
authority to set aside or suspend any rate, fare, charge, or service in foreign 
air transportation of a foreign air carrier upon a finding that such action is 
necessary in the public interest. 

The Department welcomes the opportunity to support this proposal. Together 
with the extension of Board control over minimum foreign air transportation 
rates, fares, and charges of United States carriers as well as rates and charges 
for foreign air contract service by United States and fureign air contractors as 
proposed in section 35 of S. 308 (sec. 32 of S. 1119), such authority would 
strengthen the United States negotiating position in protecting the rights and 
privileges of United States carriers in foreign countries and in fostering the 
orderly development of foreign air transportation. 

Section 35, paragraphs (c) and (d), of S. 308 (see. 32 of S. 1119) amend 
section 1002 (d) of the Civil Aeronautics Act of 1938, as amended (changed to 
sec, 1002 (e) by sec. 34 of S. 308, sec. 31 of S. 1119) by extending the power of 
the Civil Aeronautics Board (under specified circumstances) to prescribe mini 
mum rates and practices of air carriers in foreign air transportation. Section 35 
(e) provides for new subsection (2) to section 1002 (d) which would require the 
Board (under certain circumstances) to determine minimum rates or practices of 
United States and foreign air contractors in air contract service (including 
foreign air contract service). The Department urges adoption of the amend 
ments contained in section 35 (c), (d) and (e). Enactment will improve avia 
tion relations between the United States and foreign countries and. in con 
junction with extension of limited control over rates and practices of foreign 
iir Carriers as provided in section 20 of S. 308 (sec. 17 of S. 1119), will strengthen 
the position of the United States Government in fostering the orderly develop 
ment of foreign air transportation and foreign air contract service. 

With respect to specific amendments as proposed in S. 308, the Department 
recommends that the committee consider the following additional amendment 
to the Civil Aeronautics Act of 1938, as amended. Section 801 of the act sets 


n 
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orth these Civil Aeronautics Board actions with respect to air carrier certifi 
eates and foreign air carrier permits which Congress decided should be subject 
to the approval of the President. Since section 24 of 8. 308 (new title I1V—A) 
requires the issuance of air contractor and foreign air contractor licenses, it is 
suggested that section S01 be amended to include the new categories of licenses. 
A similar statement with respect to S. 1119 is included in the Department’s 
statement regarding section 27 of that bill. 





APPENDIx B 
DEPARTMENT OF STATE TESTIMONY ON S. 30S AND S, 1119 (AS AMENDED) 


TITLE I.—GENERAL PROVISIONS 


Paragraph (19) of section 1 of the Civil Aeronautics Act of 1938, as amended, 
defines “foreign air carrier’. Unlike the corresponding definition of “air carrier” 
contained in paragraph (2) of section 1 of the act, this paragraph does not give 
the Civil Aeronautics Board the authority to grant exemptions from provisions 
of the act in appropriate cases. It is recommended that there be added to para- 
graph (19) a proviso comparable to that contained in paragraph (2), which 
would read substantially as follows: 

“Provided, That the Board may by order relieve foreign air carriers who are 
not directly engaged in the operation of aircraft in foreign air transportation 
from the provisions of this Act to the extent and for such periods as may be in 
the public interest.” 

The permissive nature of the authority granted to the Board by such a proviso 
and the requirement that the exemption shall be of the extent and for such 
periods as may be in the public interest will insure a careful scrutiny of the 
advantages and disadvantages resulting from any exemption. At the same time 
such a proviso would make it possible to reiieve foreign enterprises which 
engage in activities such as freight forwarding from requirements which a strict 
interpretation of the act might dictate. In many cases the ability te grant 
exemptions in appropriate cases could provide a basis for freedom from restric- 
tions by foreign governments on United States enterprises conducting similar 
businesses. On the cther hand imposition of restrictive reguiations by this 
Government might result in ill feeling abroad and consequent retaliatory action 
against United States aviation enterprises. 

Section 7 of S. 308 (sec. 6 of S. 1119) provides for a new paragraph (22) of 
Section 1 of the Civil Aeronautics Act of 1938, as amended, to define the term 
“foreign air contractor.” Indirect centractors are included in the definition, 
This definition does not have a prov.so permitting exemptions in appropriate 
cases. In this case as in the case of the “foreign air carriers” authority to grant 
exemptions with regard to the activities of indirect ccontractors wouid be desir- 
able. It is therefore recommended that a proviso comparable to that contained 
in section 1, paragraph (2) of the Civil Aeronautics Act of 1938 be included in 
this paragraph. 





DECLARATION OF POLICY 


Section 18 of S. 308 provides for an amendment to section 2, “Declaration of 
policy,” of the Civil Aeronautics Act of 1938, as amended, including the addition 
of a new paragraph (2)(h) “the maintenance by the United States of the 
greatest possible influence at all times in world aviation.” This provision is not 
contained in 8S. 1119. 

This Department is anxious that United States influence in world aviation 
be as widespread as possible, and is striving consistently toward that end. 
Nevertheless, it believes that the inclusion of the proposed statement in the basie 
aviation law of the United States would serve to stimulate determination on the 
part of other countries to oppose extension of United States influence as much 
as possible. It is therefore recommended that the provision be deleted. Alterna- 
tively, it is suggested that the provision be amended by substituting the word 
“participation” for the term “influence.” 


TITLE IV-——AIR CARRIER ECONOMIC REGULATION 


Section 18 of 8S. 308 (sec. 15 of S. 1119), which provides for amendment of 
section 401 (f), “Terms and conditions of certificates,” of the Civil Aeronautics 
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Act of 1938, as amended, would retain without change the fourth sentence of 
the subsection. That sentence provides that a certificate may not restrict the 
right of an air carrier “to add to or change schedules * * * as the development 
of the business and the demands of the public shall require.” 

This provision was included in the act before the United States had much 
experience in international Operations. Subsequent experience, especially in 
eases where United States carriers are competing with other United States as 
well as foreign carriers for the same traffic, has shown that the competitive 
desires of the carriers and the national interest of the United States are not 
always the same. The committee may wish to consider whether this subsection 
should be further amended to require that each carrier take into account the 
manner in which its increases in service will affect not only the particular 
service in which that carrier is interested at the time, but also the welfare of 
the transportation system of the United States as a whole. 

A broad understanding of the services being offered by United States air 
earriers, and by foreign air carriers, and of the effect that might result from 
changes in that service is necessary to prevent actions which may actually 
retard the United States air carriers by reason of creating or intensifying restric 
tive tendencies on the part of foreign governments. 

Section 19 of S. 308 (sec. 16 of S. 1119) retains without change (as 401 (h) 
{1)) section 401 (h), “Authority to modify, suspend, or revoke,” of the Civil 
Aeronauties Act of 1938, as amended. 

It is suggested that the words “or the national interest’ be inserted after the 
word “necessity” in the first sentence of the subsection. This addition would 
enable the Board to alter, amend, modify, or suspend the whole or part of any 
certificate authorizing an air carrier to engage in foreign air transportation, 
upon a finding that such action is required in the national interest. 

Section 19 of S. 308 (sec. 16 of S. 1119) includes a provision for a new sub- 
section (401 (h) (3)) empowering the Board, under specified conditions, to 
order an air carrier to make reasonable extension of its existing service (includ- 
ing foreign air transportation), provided such extension is required “* * * for 
the maintenance of cooperative relationships between the United States and 
any foreign country or otherwise to further national policy: * * *” 

In supporting the proposal, the Department suggests that an appropriate pro 
vision be added which would empower the Board to order cancellation of such 
extension, if required, should the basis for the original order cease to exist. 

An amendment to S. 1119 introduced on March 23, 1955, provides for an 
amendment to section 403 (b) of the Civil Aeronautics Act of 1938, as amended, 
to permit free and reduced rate transportation of ministers of religion. This 
provision is not contained in S. 308. 

If enacted, the proposed legislation would specify that both United States 
and foreign air carriers could, under terms and conditions prescribed by the 
Civil Aeronautics Board, carry ministers of religion free of charge or at reduced 
rates. This would be equally applicable to transportation performed in the 
United States by United States carriers and to international transportation per- 
formed by both United States and foreign carriers. The interest of this Depart- 
ment is confined to the application of the legislation to international trans 
portation. 

Under the existing provision of the Civil Aeronautics Act, as amended, the 
earriers may provide free or reduced-fare transportation in overseas or foreign 
air transportation to the persons now specified in section 403 (b) and “to such 
other persons and under such other circumstances as the Authority (Board) 
may by regulation prescribe.” In order to prevent impairing the economic posi- 
tion of the carriers through dilution of revenue, it is desirable to keep the classes 
of persons for whom free and reduced-fare transportation is provided to the 
minimum eonsistent with utilization of aircraft in the nublic good or to relieve 
hardship. The Department understands that section 40% (hb) does not now pre- 
eluce the Civil Aeronautics Board from approving individual applications of 
United States and foreign air carriers for nermission to provide free or reduced- 
rate overseas and foreign air transportation for ministers of religion. There- 
fore, the proposed amendment would change the situation by making it clear that 
ministers of religion as a class may be given this advantage rather than leaving 
the matter to the discretion of the Civil Aeronautics Board, and bv making it 
clear that the privilege also extended to interstate air transportation. Since 
there have been no representations made to this Denartment concerning the 
desirability of such a practice, there is no reason to believe that the enactment 
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of the legislation will satisfy any outstanding need involving foreign air trans 
portation. However, the Department would not interpose any objection to the 
enactment of the proposed legislation. 

An amendment to 8. 1119 introduced on March 23, 1955, provides (among other 
things) for the insertion of a new section (19A) to S. 1119 to amend the Civil 
Aeronautics Act of 1938, as amended, by inserting at the end of section 408 
thereof new sections (f) and (g) regarding negotiations for control and acquisi 
tion of control of an air carrier by other persons. This provision is not con- 
tuined in S. 308. 

Inasmuch as the term “persons” as defined in section 1 (27) of the Civil 
Aeronautics Act of 1938, as amended, is not limited to persons or firms of United 
States nationality and in view of the provisions of the amendment to section 
$01 (h) (2) and new section 450 (g) (2) to the act as proposed in sections 16 
and 21 of S. 1119, it is suggested that the committee amend these provisions in 
such a way as to make it clear that they are not intended to permit control of 
a United States air carrier by persons other than United States citizens. 

Section 23 of S. 308 (sec. 20 of S. 1119) amends paragraph (2) of section 
116 (b), “Exemptions,” of the Civil Aeronautics Act of 1938, as amended. It 
is recommended that section 416 (b) be further amended by the addition of 
provisions permitting the Board to exempt foreign air carriers (as well ns 
United States air carriers) from the requirements of title IV, where such 
exemption of foreign air carriers is in the national interest. 


TITLE IV-—A AIR CONTRACT SERVICE REGULATION 


Subsections 450 (b), 450 (c), and 452 (b) appear to indicate that air contract 
service is limited to the carriage of commodities only, whereas the term as de- 
fined in section 6 of S. 308 (sec. 5 of S. 1119) expressly refers to the carriage of 
persons. It is suggested that appropriate amendments be made to reflect the in 
tent of the committee. 

Subsections 450 (b) and 452 (b) require that copies of contracts for air con- 
tract service be filed with the Civil Aeronautics Board. 

While it is recognized that the drafters of the bill probably did not wish to 
give more favorable treatment to foreign air contractors than to United States 
air contractors, the committee is requested to take into account the undesirable 
consequences of requiring foreign air contractors to file copies of their contracts. 
Particularly in cases where citizens of one country are applying to the govern- 
ment of another country for authorization to do business, the contracts entered 
into by such citizens are considered as of such competitive business significance 
that a requirement that they be filed with the regulatory authorities of the other 
government would be considered as competitively untenable. Therefore, it is 
recommended that the United States should not establish a requirement which 
could induce foreign governments to establish retaliatory measures which United 
States citizens engaging in business of the nature of air contractors would find 
detrimental to their business. 

Section 454 (b) (1) and (2) authorizes the Civil Aeronautics Board to grant 
certain exemptions to United States air contractors. 

It is recommended that section 454 (b) (1) and (2) be expanded to permit the 
Board to exempt foreign air contractors as well as United States air contractors 
from the requirements of title IV—-A, wherever such exemption of foreign air 
contractors is in the national interest. 

In addition to the specific amendments to the Civil Aeronautics Act of 1938, 
as amended, which have been proposed in 8S. 308 and S. 1119, the Department 
recommends that the committee consider further amendments to the act, as 
follows: 

Section 402 (b) empowers the Civil Aeronautics Board to issue a permit to a 
foreign air carrier if it finds that such carrier is “fit, willing, and able properly 
to perform such air transportation and to conform to the provisions of this act 
and the rules, regulations and requirements of the Authority (Board) hereunder, 
and that such transportation will be in the public interest.” 

The Department recommends that the text of section 402 (b) be deleted and 
the following substituted therefor: “(b) The Board is empowered to issue such 
a permit (1) if it finds that such carrier is fit, willing, and able properly to per- 
form such air transportation and to conform to the provisions of this Act and 
the rules, regulations, and requirements of the Board hereunder, and that such 
transportation will be in the public interest, or (2) if such air transportation is 
covered by an agreement between the Government of the United States and the 
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government of the foreign nation in which such a carrier is organized, and if such 
carrier has been designated by the government of such foreign nation for the 
operation of the service agreed upon.” 

The above-suggested revision would empower the Board to issue a permit if 
either of the two alternatives are met. 

It is suggested that a provision be added to section 501 (c), requiring that 
eligibility for registration must be established to the satisfaction of the Civil 
Aeronautics Administration, and in accordance with regulations established by 
the Administration particularly when the aircraft previously was registered in a 
foreign country. 

It is also suggested that section 501 (e) “Suspension or revocation” should 
authorize Administration action not only for any cause which renders the air- 
craft ineligible for registration (the requirements of which are specified in sec- 
tion 501 (b)), but also when the aircraft has been used in a manner detrimental 
to the national interest. Such authority would enable the United States to take 
appropriate action to prevent the continued operation of an aircraft which might 
be used by its United States citizen owner, or by a charterer or lessees, in ac- 
tivities of an illegal nature or of a nature contrary to the international commit- 
ments of the United States. 

Senator Bisie. Thank you very much for your appearance before 
the committee. 

I think our next witness is Mr. Keller, : ee to the Comptroller 
General. We are happy to have you with us, Mr. Keller, and have 
the benefit of your views on these aviation bills. 


STATEMENT OF R. F. KELLER, ASSISTANT TO THE COMPTROLLER 
GENERAL, GENERAL ACCOUNTING OFFICE, ACCOMPANIED BY 
WILLIAM A. NEWMAN, ASSOCIATE DIRECTOR OF AUDITS, GEN- 
ERAL ACCOUNTING OFFICE 


Mr. Kerr. oan ink you very much, Mr. Chairman. Yesterday, 
the Comptroller General submitted a rather lengthy a to the 
committee with his views on this legislation which is before your 
committee. 

I have a statement this morning which consolidates those views, and 
I believe points up the very important things. 

Senator Bree. Proceed, Mr. Keller 

Mr. Ketier. Representatives of the General Accounting Office, Mr. 
Chairman, have been making a ee audit of the Civil 
Aeronautics Board since July 1954, and, up to the present time, our 
work has covered some of the areas dealing specifically with many of 
the matters encompassed in the proposed legislation. A complete 
report embodying our audit findings will be made at a later date. 

Since one of the functions of the General Accounting Office, as an 
agency of the Congress, is to review the financial transactions of the 
Government and to assist the Congress on matters relating to public 
expenditures, we appreciate the opportunity at this time of ‘presenting 
our vie ne your committee. 

Section 13 of Senate bill 308 proposed to amend section 2 of the 
Civil Aeronautics Act by incorporating general regulatory policies 
with respect to air contract service, and by directing the Board to 
consider as being in the public interest “the maintenance by the Unite d 
States of the greatest possible influence at all times in wor ld aviation.’ 

In this connection it is deemed advisable to suggest the inclusion 
of additional legislative policies, particularly with regard to the dura- 
tion of the subsidy to be afforded the aviation industry. 
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At this point, attention is invited to the President’s Air Coordinat 
ing Committee report entitled “Civil Air Policy,” issued during May 
1954, which contains many constructive recommendations, which we 
believe warrant consideration in the adopt ion of basic policies designed 
to lessen the Nation’s airline subsidy expenditures. 

We wholeheartedly concur in that part of the Air Coordinating 
Committee report wherein it is recommended that a policy be estab 
lished for dealing with those carriers or groups of carriers who, for 
one reason or another, have no foreseeable opportunity to achieve 
self-sufficiency. Of paramount importance at this time is the advisa 
bility of e xpediting a program adjustment in the route structures and 
certificates of the various local service carriers so as to provide the 
maximum opportunity to improve their economic position within the 
general scope of their intended type of operation. 

There may also be some opportunity to deve lop i improve “d route SYS- 
tems through mergers between local carriers, or between local and 
trunk carriers. With such adjustments, the carriers should be required 
to meet a definite schedule for an orderly phased reduction and even- 
tual elimination of subsidy support; and, in the absence of exceptional 
circumstances, if any local service carrier does not continue to make 
significant progress toward self-sufficiency, in accordance with such 
schedule, consideration should be given to terminating such carrier’s 
operating authority. 

Also, we agree with the conclusion reached by the President’s com- 
mittee that there is no sound reason why air transportation, any more 
(han any other industry in the Nation’s economy, should enjoy per- 
inanently the contingent protection against future loss afforded by an 
eligibility to seek resumed subsidy payment. 

Such protection is not conductive to maximum vigor and economy 
of the industry’s management and may, in fact, retard the long-term 
progress of the industry. Therefore, as stated in the President’s re- 
port, to ease the transition to a subsidy-free status for air carriers, tem- 
porary financial relief, including loans, loan guarantees, or other in- 
terim measures may be justified in lieu of outright subsidy grants to 
meet situations in which these carriers face temporary financial difli- 
culties, and are unable to obtain private credit on reasonable terms. 

It is believed that a more specific declaration of congressional policy 
covering those areas mentioned above would serve as an invaluable 
guide to the Board in clarifying many of the issues which heretofore 
nave been resolved in rate cases which may or may not have been given 
general application. 

From our review of the Board’s procedures to date, it is observed 
‘hat only in individual rate cases has there been an enunciation of any 
established policies which might be utilized by the industry as a whole, 
For insti ince, it is believed that much confusion could be avoided were 
the Board to establish and announce certain definite rules of policy for 
the guidance of the air industry as a whole, with special emphasis upon 
those items which would or would not be allowed for mail ratem: aking 
and subsidy payment purposes, 

Senate bill 651, Senate bill 1081, and Senate bill 1109, proposing to 
amend section 101 (e) of the act by providing for the issuance of 
permanent certificates to local service carriers has been the subject of 
previous congressional hearings. 
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We do not consider that we are in a position to forecast with any 
degree of certainty the merits of whether the issuance of permanent 
certificates to these carriers would be in the best interest of either the 
carriers or the Government. 

However, statistics indicate that, despite a vast increase in both 
mileage and revenue of local service carriers, there is no prospect of 
an immediate end to their need for subsidy. We feel that the subject 
should be a matter of congressional policy as to whether the Congress 
desires a continuation of such services which, as now being performed, 
must, of necessity, continue to be underwritten by the Government. 

Then, section 22 of Senate bill 308 proposes to amend section 406 of 
the act and also would, in effect, repeal such section together with 
Reorganization Plan No. 10. Weare in full agreement with the pur 
poses of this amendment with the exception to that portion of subsec- 
tion (a) which provides that the Board be directed in fixing rates for 
foreign air transportation of mail to take into consideration the rates 
paid by the United States to foreign air carriers for similar service. 

Already the Board has established so-called fair and reasonable 
rates of compensation which yield amounts sufficient to allow the 
carriers their cost-plus-a-fair-return on their investment. 

Such amount has been estimated to be no more than 55 cents per 
ton-mile for the transatlantic operation and 50 cents per ton-mile for 
the transpacific operation. Therefore, it is believed that the difference 
between these rates and the Universal Postal Union maximum rate of 
$1.91 per ton-mile—which rate was arrived at purely by an agreement 
among the countries which are members of the union—would amount 
to a hidden subsidy to the United States air carriers and, obviously, 
would defeat the separation of subsidy from mail payments which the 
proposed bill is designed to accomplish. 

It also is recommended that the mandatory requirement for the 
Board to fix a minimum weight of each mail dispatch be eliminated 
for the reason that such a provision could in certain instances result 
in additional cost to the Post Office Department. 

It is believed that the need of a minimum weight feature in airmail 
rates should be left entirely to the discretion of the Board in individual 
cases in establishing fair and reasonable rates. 

We are in agreement with subsection (e) of section 22 of the bill, 
which will have the very desirable feature of completely removing the 
element of subsidy from the so-called service pay provision of the bill. 

It is observed, however, that this section empowers the Beard to 
make an offer to a carrier holding a certificate authorizing the trans- 
portation of mail in air transportation to make payments in such 
amounts as are necessary to enable such air carrier under honest, 
economical, and efficient management properly to perform. 

For reasons stated in our report—that is the report which was sent 
up yesterday, Mr. Chairman—it is recommended that the provisions 
of Senate bill 308 be amended so as not to require that a carrier hold a 
mail certificate to become eligible for subsidy payments. 

At the same time, it should be made clear that the mere issuance of 
any type of certificate does not carry with it a bona fide right to a 
claim for subsidy. 

We are also in agreement re the contractual concept covering 
payment of subsidy as provided in both Senate bill 308 and Senate 
bill 1119, which provides a snails enanedien between mail rates and 
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ibsidy payments and leaves the matter of compensation for the 
arriage of mail within the Board’s ratemaking functions where it 
rightfully belongs. 

Since the element of subsidy is under the bill to be regarded in terms 
of amounts instead of rates, there would be no need to have this phase 
of assistance brought within the realm of quasi-legislative judicial 
proceedings. 

Therefore, it is recommended that the term “after notice and hear- 
ing” be deleted. We especially concur in that portion of the amend 
ment introduced March 25, 1955, to Senate bill 1119 which provides for 
Lcreation of a subsidy administrator to be appointed by the President, 
ind thereafter to be administ ratively responsible to the Chairman of 
the Board. 

It is believed that the resulting dispatch in finalizing subsidy ques 
tions through a negotiation process under a subsidy administrator 
would relieve the Board of cumbersome and time consuming proceed- 
ings heretofore required in the handling of such matters, and at the 
same time would enable the Board to accelerate its quasi-legislative 
judicial ratemaking and regulatory functions. 

We feel that the enactment of this provision would result in the fol 
lowing beneficial factors: (1) A complete divorcement of subsidy 
from mail rates; (2) an ability to more accurately budget subsidy 
needs than in the past when they were intertwined in the rate features 
of the act: (3) a full-time organization assigned to the problem of re 
ducing subsidies; and (4) a statutory ability to recoup such portion of 
the subsidy not actually required by the carrier. 

Senator Scuorrret. Mr, Chairman, I would like to ask a question 
there. 

Senator Bisir. Yes. 

Senator Scnorpret. With reference to (1) and (2), can not the 
Board do that now ? 

Mr. Kreiuer. I think they could, Mr. Chairman, but the final result 
would still enter into the mail rate authorized. 

I always feel that in this case we really have two separate prob- 
lems: One, paying for the mail; and the other the subsidy of the air 
lines to the extent that Congress deems necessary. 

[ think the only way we are ever going to get a complete disclosure 
of just how much this subsidy amounts to is to actually break it out; 
and we feel that the appointment of a subsidy administrator, although 
as it is contained in the bill, had been under the Board, it would kind 

f put that responsibility in actual practice subject to the approval of 
the Board and break it out from the ratemaking features. 

It is deemed important to call attention to paragraph (2) of sub- 
section (e) of Senate bill 308 which provides for the deduction of all 
proper and reasonable charges and expenses without regard to cap 
ital gains or capital losses. 

It is our opinion that a capital gain should be regarded as “other 
revenue” as defined by the Supreme Court of the United States in its 
decisions of February 1, 1954 (347 U.S. 67 and 74), and, therefore, 
should be considered in such category when arriving at the amount of 
subsidy to be allowed. 

Conversely, capital losses, when computed upon a reasonable basis, 
likewise should be regarded as an allowable item in the determination 
of subsidy payments. 
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In the same section, it is provided that “one-half of the remain 


der shall be the amount due from the carrier * * *.” This pro 
vision is apparently designed as an incentive to the carrier to operate 
more efficiently, as a result of which it could recoup what amounts toa 
bonus at the end of the contract pe riod. 

It is recomme pec that thi s provision be dels ‘ted for the reason that 
it does not appear that a carrier requiring I Federal aid should be per 


mitted to aldo a ants ion in excess of an amount needed to enable it 
to operate under honest, eflicient, and economical management. 

The proposed amendment to section 90] of the act providing civil 
penalties for the violation of any of the provisions of title IV isa 
most desirable feature and has been so recommended by the Civil 
Aeronautics Board. We concur wholeheartedly in such recommenda 
tion for the reasons stated in our report. 

We have several additional legislative recommendations we think 
the Senate should consider as follows: 

(1) We recommend that section 407 (e) of the act be amended so 
is to confer upon the Board clear authority to audit the books and 
records of any domestic affiliate and/or subsidiary of an air carrier, 
pursuant to and in connection with the Board’s re oul: atory functions. 

(2) Depreciation. We recommend that legislation patterned after 
19 United States Congress 20 (4) authorizing the Board to prescribe 
classes of property for which depreciation charges may properly be 
included under operating expenses and also to prescribe rates of de 
preciation to be charged. 

This matter is more fully discussed in our report to the committee. 

(3) Salaries. We recommend that a statutory limitation be im- 
posed upon salaries of airline executives for allowance in determi- 
ning the subsidy require ments of a carrier. In this connection, atten- 
tion is invited to section 805 (c) of the Merchant Marine Act of 1936. 
In that act, the Congress has limite d the amount which will be allowed 
in determining a subsidy of officers of a ship to $25,000. 

Of course, if they pay more than that, that is all right; but in 
computing a subsidy rate, that is the maximum allowable. 

Senator Monroney. Is that a number limit ¢ 

Mr. Ketuer. I am not aware of any number limit, Mr. Chairman. 

(4) Finally, we recommend the adoption of a provision similar to 
one contained in the Merchant Marine Act of 1936 (49 Stat. 2015) 
requiring Government employees traveling by air on oficial business 
overseas to use United States airlines. 

I have with me this morning members of our staff who have been 
directly engaged in the survey of the operations of the Civil Aero- 
nautics Board. We would be pleased to answer any questions which 
the committee members may have with respect to our views on this 
general subject. 

Senator Monroney. Thank you very much for your testimoney, 
Mr. Keller. Senator Bible? 

Senator Breie. I have no questions, Mr. Chairman, 

Senator Monronry. Senator Schoeppel ? 

Senator Scnorrret. You agree pretty much, practically in toto, 
with the position taken by the Post Office Department representative 
yesterday ? 

Mr. Ketier. I was not here yesterday, Senator Schoeppel, but I 
have been advised, and I think—— 
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Senator Scuorrren. I think you have very much the same approac!l 
on the matter, as I recall his testimony. I believe I have no further 
questions. 

senator MONRONEY. It is the position of the General Accow ting 
Office that the general question of air subsidies for established going 
routes should be subject to complete retirement of subsidy payvinent, 

that right ¢ 

Mr. Keuurr. Yes, sir: we would feel that way. Whether it comes i 
5 years or LO years, ho one Can predict, but I think we are in a period 
now where it goes on from year to year with no definite announced 

oliey by the Congress at least. as to when this thine might end. 

Senator MONRONEY. It does act as a stabilizing influence for ana 
tionwide and worldwide network of airways, from which the Gover 
ment gets some collateral benefit / 

Mr. Ketter. You would still reach a situation where you would 
have to have some subsidy for a particular tvpe of operation, but I 
think we are at a position now where the people in the industry and 
the earriel 5 have reason, and rightfully So, TO believe that ub idies 

il] be available for almost an indefinite period. 

Senator Monroney. Do you think the airlmes could perform thei 
own services and finance themselves and keep up with the new equip 
ment demands if they did not have—even though thev did not. use it 
a subsidy in the background ¢ , 


Mr. Ketuer. Certainly some of them could, I think, and have done 


‘“~ ( ) 

Senator Monroney. Many of them are subsidy free, but that sab 
sidy is still there to where if they run into a bad year or something 
of that kind, they sti}] have an assurance that the subsidies could he 


aid. 
| Mr. Ketier. Do you have any comment on that, Mr. Newman? 

Mr. Nt WMAN, My own opinion is in the case of the larg carriers, 
we have done quite a bit of work in contacting investment people and 
the airlines people themselves to sort of get an overall picture. 

In those contacts we have found out that many of the large airlines 
not many, but I would say that a few of the top alrlines—are classi 
fied as blue-chip investments. 

From that standpoint I do not th'nk they would have any diffie ilty 
in getting financial help in buying any equipment they wished to buy. 
However, we do have in our opinion from our studies, a serious prob 
lem in our feeder-service group. 

If Congress feels that is here to stay, it means that the subsidy at 
the moment will have to go on indefinitely. 

[t even gets down to the basic question that you asked, and that is 
equipment At the moment from our stud 
ized in that field, say there is not even an aircraft that is suitable for 


. some people are special- 


| service, ind that raises a question of who in the Government is 
going to help spearhead a program of that type. 

Maybe the Civil Aeronautics Board ought to do it. It does not 
seem that the Department of Defense is interested in that type of 
uircraft. 

In that realm, of course, it may get into some long drawn out sub 
sidy for the feeder groups. 

Senator Monroney. The thing that I am sure of is that there will 
be a long program, but I am just wondering about the suggestion of 
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withdrawing the subsidy from trunklines, those which you say are 
regarded as blue-chip investments. 

Perhaps part of that blue chip is because under the subsidy. if the, 
run into bad times, there are the subsidies. 

Mr. Newman. Also in the memorandum and the President’s policy, 
he brings out about guaranteeing some loans, which I think would be 
a desirable feature. 

One thing I would like to express, Mr. Chairman, is many of ow 
airlines have come a long way, and they just do not like this word 
“subsidy.” 

[ am afraid some of them will go through rough times and not come 
back and ask for a subsidy. They feel they pioneered worse times. 
and they just do not like to come back and get a subsidy. I believe if 
they could come back and get a guaranteed loan, it would be different. 

Senator Monroney. In 1949 even the best of the major airlines were 
in some difficulty even though they had subsidies backing them up. 
They still had to talk short-term loans and financing with RFC. 

Mr. Newman. Right. I do not know particularly about RFC, Mr. 
Chairman, but I do know they had their problems. As a matter of 
fact, they had problems in getting new equipment, too. 

Senator Monroney, Yes. Senator Schoeppel. 

Senator Scuorrren. I am wondering about this so-called subsidy 
director. 

Mr. Keiuer. Yes, sir. 

Senator Scuorrren. I am sure that it is the attitude of your Depart 
ment to cut down expenses wherever they can be cut down. I know 
that. If you had a subsidy director, he would want a staff, would he 
not? 

Mr. Keuurer. I think he would need one. 

Senator Scuorrren. Then there is always this desire to perpetuate 
themselves as an entity all the way down the line, and once we set up 
something, it seems to take a crowbar and a caterpillar tractor to ever 
divorcee them, looking at the Appropriations Committee reports all 
down the line. 

Now, they have had these subsidies, and we are gradually bringing 
them down, and the aversion of a lot of airline management to having 
subsidies, and wanting to be free of subsidy has contributed to that. 

The question I would like to ask you is ths: If we set up in this 
legislation a subsidy director, do you think that would be the best 
way to eliminate the subsidy picture all the way down the line, as 
against what the Board is now doing, in view of the attitude of the 
Congress to eliminate it wherever it can be done, or would it be an 
encouraging thing? 

Mr. Ketxer. I suppose a good deal would depend on the individual 
who was appointed subsidy administrator. It could not help but be. 
He is under the control of the Board, however. 

The main point I like about the subsidy administrator is that it 
breaks out that subsidy problem completely. 

Back to your original question a while ago, could not the Board do 
this: I suppose that you could accomplish the same thing. 

If the general idea of this legislation was enacted under the Board. 
there would really be two separate functions without the actual ap 
pointment of a subsidy administrator. 
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Senator ScHorrreL. That is what I am thinking of. If this legis- 
lation goes through, we drive much more than we heretofore have 
toward that very objective, toward that kind of a policy, of indicating 
a separation. 

Mr. Keiuer. Our main point is we would like to see, and think the 
thing would move along better if we could take these subsidy pay- 
ments out of the required hearing and processing that the Board has 
to go through now in connection with your rate-making cases, and 
there is not any doubt but that in the rate-making in the law, you have 
to go through hearings. 

if this subsidy theory that is embodied in these bills is adopted, we 
honestly look at it—it is not a rate-making; it is no more than a 
contract between the Government and the carrier, that we are going 
to subsidize you for so much. 

I do not think you can draw too much distinction between that and 
a cost-plus contract that the Department of Defense may enter into 
for the purchase of aircraft. 

We see no reason to actually go through a hearing where the whole 
thing is laid out in the open and - arguments for weeks over the amount 
of subsidy. It would have to be subject to negotiation, but let us 
have it more informal. 

Senator Scuorrret. Do you think it would speed up your proce 
dure ¢ 

Mr. Keiirer. It would be a benefit to the Government and a benefit 
to the carriers themselves. 

Senator ScuorrreL. Whereas now, it is generally tied up and comes 
in on a question of rates 4 

Mr. Ketier. That is right. 

Senator Scnuorrren. That is all. 

Senator Monroney. Mr. Sweeney. 

Mr. Sweeney. Mr. Keller, I have read over the report that the 
Comptroller General filed with the committee. You commented in 
that report in more detail on the need for a subsidy administrator 
beginning on page 13 and going to page 18. 

I wondered if, for the benefit of the committee, you would not sum- 
marize that and go over it. I think we would get a better idea of 
your reasons for endorsing the subsidy administrator. 

[ think it is first mentioned at the top of page 14. 

Mr. Ketter. If I may, Mr. Chairman, I will just read this portion 
of the report, which I think summarizes our position very well. 

This is talking about the subsidy administrator and is from the 
Comptroller General’s report of April 27, 1955. 

It is assumed that guch official would assume the functions of (1) determining 
the level of assistance to each carrier applicant, (2) administering the subsidy 
program, and (38) developing ways and means of reducing the subsidy require 
ments through expert studies and assistance to the carriers. Also, it is assumed 
that the proposed administrator would, for the most part, function independently 
of the Board except to the extent that the latter would have final responsibility 
in those areas involving disputes. Needless to say, the administrator would at 
all times work in close harmony wih the Board and, of necessity, would have 
access to all information and materials pertinent to the performance of his 
task. In this manner, it is believed that the Board would be less encumbered and 
the better enabled to devote a major portion of its time and attention not only 
to the day-to-day items coming before it, but to long-range matters involving 
service mail rates, passenger and property transportation rates, route evaluation, 
mergers, promulgation of the economic and civil air regulations, together with 
the administration of safety regulations. 
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In order to effectively administer the subsidy program the proposed adminis 
trator should be authorized to ascertain the fair and reasonable level of sub 
sidy payments, after which he would enter into negotiated contracts with the 


carriers involved, based upon such terms and conditions as would be desirable 


to protect the interests of the Government and to promote the purposes of the 
Civil Aeronautics Act. The legalistic mechanics governing such functions appear 
to be basically set forth in both S. 308 and 8. 1119. In pursuing the program, 
it also is assumed that the contract would clearly indicate that the subsidy pay- 
ments are designed for the purpose of promoting the development of the Nation’s 
air transportation system, as set forth in the statutory declaration of policy, 
and not necessarily for compensation covering a particular segment, such as the 
carriage of mail. 

As a practical matter, there should be no particular necessity for a detailed 
and extensive study at the outset of the negotiation period; however, the con- 
tract amount initially arrived at should be based upon a maximum figure con 
sistent with the carrier’s forecast of operational needs during the contract period 
Thereafter, and at stated intervals during the contract period, a thorough and 
comprehensive review should be made of the carrier's entire operations covering 
the period involved in the light of the statutory requirements of honest, eco 
nowical and efficient management, ‘ 

Mr. Sweenry. That would be done by this subsidy director ? 

Mr. Newman. Yes, if the amendment was adopted, by using the 
auditors and various personnel information available. You see, we 
have auditors out in the field now. 

Mr. Keuver. For the Board. 

Mr. Newman. For the Board. 

Mr. Sweeney. Does that mean the contract would not be a final 
contract ¢ 

Mr. Ketter. I do not think it could be final. 

Mr. Newman. I do not see how you would protect the Government’s 
interests by making it a grant in the future. We look at it like the 
Department of Defense does. ‘They wanted, suppose, to buy some 
airplanes from Boeing that costs $100 million. That is only an esti- 
mate. You make a contract to give him $10 milliona year. Then with 
improve ment, et cetera, he may only need $8 million the first year, and 
if you have contracted with him for $10 million a year, he has $2 mil- 
lion profit. 

As a result of the annual appraisal by the auditor, he would operate 
currently more or less like the Department of Defense does. 

Mr. Sweeney. It becomesa cost-plus contract, does it not ? 

Mr. Newman. Yes, but under this jegislation, he would come home 
whole and we would allow enough for stockholders, which we think is 
necessary. ‘That is all after income tax. 

You see, one of the big things we have to consider at the moment. 
gentlemen, is the fact that CAB determines a rate. That particular 
rate at the moment includes everything—subsidy and mail; just one 
rate under the present act. ‘ 

However, for administrative purposes, the Civil Aeronautics Board 
has determined and is continually determining what the mail portion 
of that rate is and what the subsidy rate is. 

Mr. Sweeney. They make that distinction down there now. 

Mr. Newman. They will look over it, and see the rates of 1.85 cents 
and 1.45 cents to transfer the same mail you may send out from your 
office, for instance. 

The point is, I would say, they are constantly working on getting 
that mail rate down. For instance not long ago it was the 45-cent rate 
for the trunklines; they are now working on a 38-cent rate, and grad- 
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ually they are getting the water out of that; so we have at the moment 
a clear separation. 

But here is the thing we are troubled with at the moment—and we 
cannot protect the Government’s interests on this subsidy—when that 
rate is determined it is final, The airline goes out and operates. Ther 
are certain things that happen in the course of the operation that cause 
additional revenue in, and there is no way of recouping. 

There is no way the Civil Aeronautics Board can recoup unless 
there is a show-cause order to open the rate. The moment the rate 
is opened, the actual cost is considered under a contract basis. 

You could have a contract for 3 or 5 years, and he would make an 
overall estimated figure of what his need was, and as he became more 
eflicient, we hope that he will not need that maximum but each year 
could determine what he needs and he would come out whole. 

He would be guaranteed to come out whole. That is why we do not 
see any reason why there should be a bonus at the end, if there is any. 

Senator Monroney. Do you envision a uniform mail pay rate for 
domestic service, for example ? 

Mr. Newman. They are striving to do that now; for instance, have 
a rate and have another immediate supplemental rate for the handling 
at various stations. 

They are more and more getting toward it. 

Mr. Keuurr. I think it could come pretty close to that. 

Mr. Newman. Then the subsidy might take care of the rest of it. 

Senator Monroney. Would there not be one line on which there 
would be a very high domestic traffic in mail and always going out 
fully loaded on mi uil; and the actual mail-carr ying cost would be sub 
stanti: ally different from someone that has got a milk run that has to 
get up and down and serve smaller areas. 

I do not think the Post Office Department or the Government could 
expect the two different types of airlines to be carrying the mail at the 
same degree of compensation. 

Mr. Newman. That may be, but after all from a cost standpoint, 
salaries are pretty much the same, the cost to fly the plane is pretty 
much the same, except on the shorter hauls, the cost of handling the 
mail is practically the same on all. 

When you are talking about a little boost, it is more or less like a 
subsidy. 

Senator Monroney. But you are paying for the mail and certainly 
there must be a quantity of mail that can be carried cheaper than a 
very small amount if you are on an economy basis. 

In other words, a plane not fully loaded with mail is going to carry 
this mail at 50 cents or 40 cents. If you have just got three little bags, 
it could never hope to make money ‘off the carriage of the mail. 

Mr. Newman. They are taking that into consideration at the 
various stations, how much mail goes out, and they are getting it down 
to the individual rates. 

Senator Monroney. That is right, but the point I gathered that you 
meant was that you could establish practically a uniform ton-n on rate 
for all the airlines in the country and expect everyone to fly the mail on 
that uniform rate. 

Mr. Keturr. I doubt if it would ever come toa uniform rate through 
out the country, but I think you would have a lot more consistency 
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[t might vary in certain instances, but to boil it down, it might be pretty 
close, but there should be some leeway to make adjustments for their 
actual costs, 

Mr. Sweeney. Mr. Chairman, do I understand that the compensa 
tory mail rate would be a final rate as it is now ? 

Mr. Ketuer. Yes, sir. It is the subsidy that we would like to 
divorce from the mail rate. 

Mr. Sweeney. That would be a contract that would be subject to 
negotiation ¢ 

Mr. Ketter. Yes. The bill on the subsidy contract feature provides 
that it can be reopened at any time by either party, either the carrier 
or the Government. 

Mr. Sweeney. What would you envision would be the relation be- 
tween the new subsidy administrator and the Civil Aeronautics Board 4 

Mr. Kener. I think he should be given some degree of independence 
in that he should be given by the Board and under the Board authority 
to go ahead and make a final contract with the carriers but subject to, 
if there is a disagreement—they cannot get together on the subsidy 
rate—the Board. 

If you had to have the Board approve each one of them or go into 
each one of them, then I doubt if we would have gained very much or 
be in any different situation than we might be today, of having to have 
the Board go into all of these. 

I would ‘suggest that if the committee is going to give consideration 
to that feature, that the amendment which was offered on March 23 
probably should be clarified as to just what is expected of this subsidy 
administrator. 

It just says, there shall be a subsidy administrator, and he shall be 
administratively responsible for a set period. 

Senator Scuorrre.. Before this bill goes out of here, if I have any- 
thing to do with it, if in the majority of the committee there is going 
to be one set up, there are going to be some yardsticks and some meas- 
uring standards put in there, and unless we do that, in my judgment, 
you are just solely adding another embellishment to those things. 

Mr. Ketxier. As I pointed out, the legislation does not say what he 
is supposed to do and who he is responsible to other than he is admin- 
istratively responsible to the Board. 

Senator Scuorrrer. In that respect, with all due respect, I think it 
is too loosely drawn. 

Senator Monroney. Senator Bible? 

Senator Brste. No questions. 

Senator Monroney. thank you very much for your helpful appear- 
ance, Mr. Keller. The report of the Comptroller General will be filed 
in the record at this point. 

Mr. Kevvier. Thank you, Mr. Chairman. 

(The above-ment ioned document is as follows: ) 

COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington 25, April 27, 1955. 
Hon. WARREN G. MAGNUSON, 

Chairman, Committee on Interstate and Foreign Commerce, 

United States Senate. 

Dear Mr. CHAIRMAN: Further reference is made to your letter of January 13, 
1955, re rey the comments of the General Accounting Office concerning S. 308, 


entitled “A Bill To Amend the Civil Aeronautics Act of 1938, as amended, and for 
other eiemeaae™ Subsequently, there was received a copy of S. 1119 with your 
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letter of February 21, 1955, followed by additional amendments thereto with your 
letter of March 24, 1955. Since that time there have been brought to our atten 
tion numerous other bills proposing to amend the Civil Aeronautics Act; and, 
since it is assumed that all proposed legislation will be considered simultaneously 
by your committee, the following comments primarily will be addressed to those 
provisions contained in S. 308, but with such reference to the individual bills 
as might be deemed appropriate. 

At the outset, it may be stated that during July 1954 representatives of the 
General Accounting Office were assigned to conduct a comprehensive audit of 
the Civil Aeronautics Board. Such audit included an initial survey to ascer 
tain the kind of information being made available at the Civil Aeronautics Board 
in the way of evidence and supporting documents used in determining the 
subsidy payments to be made, and other background material. Since that time 
a review has been made covering a few of the areas dealing specifically with 
those functions relaing to air carrier economic regulations and, whi.e such sur- 
vey is far from being complete, there presently has been accumulated consider- 
able information so as to enable a fair degree of intelligent appraisal of the 
workings of the Board and its staff in the administration of the Act. In this 
connection, it may be pointed out that a preliminary report encompassing our 
findings will be forthcoming at an early date. 

Prior to the enactment of Reorganization Plan No. 10, effective October 1, 
1953, there was forwarded to this Office a request for comments concerning 
S. 1360, 83d Congress, Ist session, which provided for the separation of subsidy 
from air-mail pay, and for other purposes. In response thereto, by letter dated 
April 7, 1953, the then Comptroller General took the position that he could not 
emphasize too strongly his wholehearted approval of legislation separating pay 
ments of subsidies from payments by the Government for services rendered or 
goods received. He pointed out that such separation of payments was the only 
real means of providing full disclosure to the Congress and the public as to the 
extent of Federal subsidization and the actual cost to the taxpayer. He also 
observed that legislation separating such payments would provide a practical 
statutory basis for curbing any overgenerous administrators who might feel 
that it is their job to promote and protect subsidized industries at the expense 
of the Government. 

As you are aware, S. 1360 failed of enactment, but the same objective was ac- 
complished by Reorganization Plan No. 10, made effective on October 1, 1953, 
which was accepted as having been a step in the right direction toward the end 
it was designed to attain. The present bill purports to enlarge upon the sepa- 
ration of such payments and, in addition, is designed to strengthen other fea- 
tures of the basic act. Therefore, since one of the functions of the General 
Accounting Office, as an agency of the Congress, is the duty to review the finan 
cial transactions of the Government and to advise and assist the Congress on all 
subjects relating to public expenditures, we appreciate the opportunity at this 
time of presenting certain views concerning the proposed legislation. While our 
comments will be directed primarily to those sections relating to rate and sub 
sidy features, in which both the Congress and the General Accounting Office have 
a paramount concern, additional observations will be made with respect to such 
other amendments as may be deemed appropriate. Also, there will follow cer 
tain recommendations regarding suggested amendments which are not embodied 
in the subject bill or other bills. 

It appears that S. 308, consisting of approximately fifty amendments, is based 
to a large degree upon the omnibus aviation bill which was introduced during 
the 2d Session of the 83d Congress, and which was assigned the number S. 2647. 
That bill proposed to bring into one independent agency, to be named the Civil 
Aeronautics Authority, the functions now divided between the Civil Aeronautics 
soard and the Secretary of Commerce, who directs the work of the Civil Aero- 
nautics Administration. It also was designed to combine all aviation regula- 
tory functions, except accident investigation, into a single agency—a seven-man 
Board. Such features, however, are not present in S. 308, it apparently having 
been concluded that the mixture of executive with quasi-legislative and judicial 
functions would adversely affect the performance of both: therefore, it was 
decided to permit such functions to be separated as established by Reorganiza- 
tion plans III and IV. Furthermore, the committee report indicates that the 
weight of evidence adduced at the hearings supported the retention of the pres- 
ent organization, particularly in view of the unquestioned disruptive effect of 
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the drastic reorganization as was therein proposed. A review of the voluminuus 
hearings on S. 2647 indicates that the basic scheme of regulating civil air trans 
port a public utility is sound, and that the series of amendments now pro 


posed are intended to clarify and bring the basic act in line with present-day 
transportation conditions. 

Section 13 of S. 308 proposes to amend section 2 of the act by incorporating 
general regulatory policies with respect to air contract service, the latter being 


the subject of an entire new section, and by also directing the Board to consider 
as being in the public interest “the maintenance by the United States of the 
greatest possible influence at all times in world aviation.” With respect to 
the proposals, we have no comment to offer. However, at this juncture, it is 


deemed advisable to suggest the inclusion of additional legislative policies, par- 
ticularly with regard to the duration of the subsidy to be afforded the aviation 


industr} In this connection, attention is invited to the President’s Air Coordi 
nating Committee report entitled “Civil Air Policy,” issued during May 1954, 
which contains many constructive recommendations, and which warrant con 


sideration in the adoption of basic policies designed to lessen the Nation’s air 
line subsidy expenditures 

We wholeheartedly concur in that portion of the report wherein it is recom 
mended that a policy should be established for dealing with those carriers or 
groups of carriers who, for one reason or another, have no foreseeable oppor- 
tunity to achieve self-sufficiency. Of paramount importance at this time is the 
advisability of expediting a program adjustment in the route structures and 
certificates of the various local service carriers so as to provide the maximum 
opportunity to improve their economic position within the general scope of their 
intended type of operation. In particular, routes should be promptly amended 
to eliminate points which have demonstrated an inadequate traffic potential to 
justify scheduled air service. There may also be some opportunity to develop 
improved route systems through mergers between local carriers, or between 
local and trunk carriers. With such adjustments, the carriers should be required 
to meet a definite schedule for an orderly phased reduction and eventual elimina 
tion of subsidy support; and, in the absence of exceptional circumstances, if any 
local service carrier does not continue to make significant progress toward self- 
sufficiency. in accordance with such schedule, such carrier’s operating authority 
should be terminated. 

\lso, we agree with the proposition that there is no sound reason why air 
transporta‘ion, any more than any other industry in the Nation’s economy, 
should enjoy permanently the contingent protection against future loss that is 
ifforded by an eligibility to seek resumed subsidy payment. Such protection is 
1ot conducive to maximum vigor and economy of the industry’s management and 
may, in fact, retard the long-term progress of the industry. Therefore, to ease 


the transition to a subsidy-free status for air carriers, temporary financial relief, 
including loans, loan guaranties, or other interim measures may be justified 


in lieu of outright subsidy grants to meet situations in which these carriers 
face temporary financial difficulties, and are unable to obtain private credit on 
reasonable terms. Hence, we agree with the further recommendation within 
the committee report that the Government must have sufficient flexibility t6 
adjust its subsidy program to current conditions, and to withdraw subsidy 
support where it is no longer warranted in the national interest: and, cer- 
tainly, the Government should not be obligated to furnish subsidy indefinitely 
merely because a route certificate remains in force. 

From our review of the Board’s procedures to date, it is observed that only 
in individual rate cases has there been an enunciation of any established policies 
which might be utilized by the industry as a whole. Therefore, it is be 
lieved that much confusion could be avoided were the Board to establish and 
announce certain definite rules of policy for the guidance of the air industry 
as a whole, with special emphasis upon those items which would or would 
not be allowed for rate-making and subsidy payment purposes. It is admitted, 
of course, that the Congress should not be called upon to enunciate detailed 
administrative practices to be followed: however, it is believed that a more 
specific declaration of congressional policy covering those areas mentioned 
above would serve as an invaluable guide to the Board in clarifying many of 
the issues which heretofore have been resolved in rate cases which may or may 
not have been given general application. 

S. 651, S. 1081, and S. 1109 all propose to amend section 401 (e) of the act 
by inserting at the end thereof a provision for the issuance of certificates of 
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unlimited duration to local service carriers which presently operate for stated 
temporary periods of time. Needless to say, this is a matter whi h has been 
the subject of previous congressional hearings, during which time both sides 
of the issue have been thoroughly explored. As the record will disclose, the 
Board steadfastly has taken the position that permanent certificates should 
not be issued to the local service or “feeder line” carriers for the reason that 
it is believed that this segment of the industry is yet within the infant stage 
of its existence; and such being the case, it is the view of the Board that it is 
better enabled to observe and control the activities of such carriers through 
the medium of temporary certificates which require the carriers to come forth 
at stated intervals for the purpose of renewals, at which time a careful survey 
of their operations may be made. On the other hand, however, the local service 
earriers maintain that should they obtain permanent certificates, they would, 
inter alia, be in a better position to obtain equity capital from local and private 
sources, and thereby be the better enabled to hasten the day when subsidy pay- 
ments by the United States Government no longer would be required. These 
are the contentions with which your Committee has been fully apprised, and this 
Office is not in a position to forecast with any degree of certainty the merits of 
either view. 

It should be pointed out, however, that notwithstanding the carriers’ repeated 
assertions that their financial structure is constantly being improved, there 
nevertheless remains the statistical fact that subsidies to this class of carriers 
have constantly been on the upgrade, despite the fact that there has been a 
stupendous increase in their route mileage and revenue plane mileage since 
1947. Therefore, since these fingers boldly spell out that there is no indication 
of an immediate end to their subsidy demands, there definitely emerges what 
would, appear to be a need for the Congress to determine, as a matter of policy, 
whether it desires a continuation of such service which, as now being per- 
formed, must of necessity continue to be underwritten by the Government. 

Section 22 of S. 308 proposes to amend section 406 of the Civil Aeronautics Act 
of 1938. This section in effect repeals section 406 of the act and also Reorgani- 
zation Plan No. 10. In lieu thereof, the new subsection (a) would require the 
Postmaster General to pay carriers authorized to carry mail by air in interstate, 
overseas, and foreign air transportation, rates established by the Board, with 
a provision that a minimum weight of each mail pouch shal be fixed by the 
soard. In the second paragraph of subsection (a) the Board is directed to 
determine “fair and reasonable rates of compensation for the transportation of 
mail” and is authorized to prescribe the method for ascertaining the rate in 
such manner as it finds appropriate. No further rate standard is given: how- 
ever, the Board is directed in fixing rates for the foreign air transportation of 
mail to “take into consideration the rates paid by the United States to foreign 
air carriers for similar service.” 

The latter provision would require the Board to take into consideration the 
Universal Postal Union rates as a basis for arriving at rates for the transporta- 
tion of United States mail by air in foreign operations. The Board has established 
so-called fair and reasonable rates of compensation which yield amounts sufficient 
to allow the carriers their cost plus a fair return on their investment. Such 
amount has been estimated to be no more than 55 cents per ton-mile for the trans- 
atlantic operation, and 50 cents per ton-mile for the transnacifie operation. 
Therefore, it is believed that the difference between these rates and the Universal 
Postal Union maximum rate of $1.91 per ton-mile—which rate was arrived at 
purely by agreement among the countries which are members of the Union 
would amount to a hidden subsidy to the United States air carriers and, obvi- 
ously, would defeat the separation of subsidy from mail payments which the 
proposed bill is designed to accomplish. Pence, in view of the fact that the stand 
ard of fair and reasonable rates is embodied in the act governing domestic mail 
rates, it is believed that the same standard should be applicable to the fixing of 
rates of compensation for the international onerations of the United States air 
earriers. It is understood that the Postmaster General objects to this ;rovision 
on the same grounds. 

It is recommended that the mandatory requirement for the Board to fix a 
“minimrm weight of each mail dispatch to each point to which mail is dispatched” 
be eliminated. Conceivably, such a provision could in certain instances result in 
additional cost to the Post Office Department. This is particularly true in those 
areas where shipments of mail would be less than the established minimum 
weight, thereby creating an inerease in the unit cost of the dispatch: or, in the 
alternative, it would place an added burden upon the Department of “limping” 











176 CIVIL AERONAUTICS ACT AMENDMENTS OF 1955 


mail shipments so as to minimize extra costs under the proposed provision. In 
view thereof, it is believed that the need of a minimum weight feature in air mail 
rates is a matter of determination which should be left entirely to the discretion 
of the Board, in individual cases, in establishing fair and reasonable rates. 

Section 22 of the bill also incorporates a new subsection (e) entitled “Subsidy 
payments for essential air transportation,” which, if enacted, will have the very 
desirable feature of completely removing the element of subsidy from the so- 
called service-pay provision of the bill. In consequence, the service mail rates 
may take on all the stability, breadth of application, and permanence inherent 
in regulated commercial rates; and.the subsidy payments then would be no more 
responsive to the service mail rates than to any other commercial rates charged 
by the carriers. Furthermore, while such a program need not discredit Govern- 
ment financial support where justified in the national interest, it does dignify 
the attainment of self-sufficiency by removing the subsidy crutch when no longer 
needed 

It is observed, however, that this section empowers the Board, upon petition 
of any carrier holding a certificate authorizing the transportation of mail in air 
transportation to make an offer, or offers, on behalf of the United States to such 
uir carrier to make payment in such amounts as are necessary to enable such 
air carrier, under honest, economical, and efficient management, properly to per- 
form the air transportation authorized by a certificate, or certificates, of public 
convenience and necessity held by such carrier. The section then proceeds with 
considerable detail and clarity to enumerate the various ministerial functions 
governing the administration of the contract. 

Insofar as eligibility for subsidy is concerned, this provision makes no change 
in the basic law, and continues to limit such assistance to those carriers who 
are engaged in the transportation of mail. We are aware, of course, that when 
the present airline subsidy program was begun in 1938, the Board was authorized 
to use the mail pay as a device for encouraging the development of air trans- 
portation by the inclusion of the so-called need clause in section 406 (b) of the 
act. However, since the industry has made great technical and economic prog- 
ress since the enactment of the Civil Aeronautics Act, it is believed appropriate to 
reconsider the subsidy concepts of 1938 in the light of the industry’s present posi- 
tion and future outlook. With this in mind, it is our opinion that the present bill 
should provide a complete separation of the subsidy program from the mail 
transportation service; and therefore, it is recommended that the provisions of 
S. 308 be amended so as not to require that a carrier hold a mail certificate to 
become eligible for subsidy payments. At the same time, it should be made 
clear that the mere issuance of any type of certificate does not carry with it a 
bona fide right to a claim for subsidy. 

Under arrangements presently prevailing it is conceivable that the Board, 
if it has not already done so, may hesitate to grant a mail certificate purely on the 
ground that the holder of such certificate would be eligible for subsidy under other 
provisions of the act. By removing such a requirement, certificated carriers 
would become eligible for subsidy only after a showing that subsidy is neces- 
sary in the interest of essential air transportation, as provided in the bill. ‘Fur- 
thermore, by issuing a certificate of public convenience and necessity without 
regard to what types of traffic are authorized by such certificate, the Civil Aero- 
nautics Board would have ample power to control carriers eligible for subsi- 
dies, since only certificated air carriers are eligible and the Civil Aeronautics 
Board is the certificate-granting authority. 

The contractual concept covering the payment of subsidy, as provided in both 
S. 308 and S. 1119, appears to be highly desirable for the reason that it provides 
a positive separation between rates and subsidies, and leaves the matter of com- 
pensation for the carriage of mail within the Board’s ratemaking functions, 
where it rightly belongs. For this reason, we are of the opinion that since the 
element of subsidy henceforth is to be regarded in terms of amounts instead of 
rates as a matter of financial support for the purpose of maintaining an industry 
in the national interest, there no longer exists the necessity for having the con- 
sideration of such amounts being brought within the realm of a quasi-legislative- 
judicial proceeding. Hence, it is recommended that the term “after notice and 
hearing” in line 6 on page 18 of the bill be deleted. Furthermore, since the 
amounts finally determined to be payable ultimately will become the subject of a 
formal contract between the carrier and the Government, we are in wholehearted 
agreement with that portion of the amendment dated March 23, 1955, amending 
S. 1119, which provides for the creation of a Subsidy Administrator to be ap- 
pointed by the President and thereafter to be administratively responsible to. the 
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Chairman of the Board. It is assumed that such official would assume the fune- 
tions of (1) determining the level of assistance to each carrier applicant, (2) ad 
ministering the subsidy program, and (38) developing ways and means of reducing 
the subsidy requirements through expert studies and assistance to the carriers. 
Also, it is assumed that the proposed Administrator would, for the most part, 
function independently of the Board except to the extent that the latter would 
have final responsibility in those areas involving disputes. Needless to say, the 
administrator would at all times work in close harmony with the Board and, of 
necessity, would have access to all information and materials pertinent to the 
performance of his task. In this manner, it is believed that the Board would be 
less encumbered and the better enabled to devote a major portion of its time and 
attention not only to the day-to-day items coming before it, but to long-range 
matters involving service mail rates, passenger and property transportation rates, 
route evaluation, mergers, promulgation of economic and civil air regulations, 
together with the administration of safety regulations. 

In order to effectively administer the subsidy program the proposed Admin- 
istrator should be authorized to ascertain the fair and reasonable level of sub- 
sidy payements, after which he would enter into negotiated contracts with the 
carriers involved, based upon such terms and conditions as would be desirable to 
protect the interests of the Government and to promote the purposes of the 
Civil Aeronautics Act. The legalistic mechanisms governing such functions 
appear to be basically set forth in both 8. 308 and 8S. 1119. In pursuing the pro 
gram, it also is assumed that the contract would clearly indicate that the sub 
sidy payments are designed for the purpose of promoting the development of 
the Nation’s air transportation system, as set forth in the statutory declaration 
of policy, and not necessarily for compensation covering a particular segment, 
such as the carriage of mail. 

As a practical matter, there should be no particular necessity for a detailed 
and extensive study at the outset of the negotiation period; however, the con- 
tract amount initially arrived at should be based upon a maximum figure con 
sistent with the carrier’s forecast of operational needs during the contract 
period. Thereafter, and at stated intervals during the contract period, a 
thorough and comprehensive review should be made of the carrier’s entire opera 
tions covering the period involved in the lght of the statutory requirements of 
“honest, economical and efficient management,” at which time necessary adjust- 
ments could be arrived at covering past and/or subsequent periods. 

With regard to the qualifications of the official proposed to administer this 
portion of the act, it is obvious that such individual should be possessed of a 
seasoned background in the field of economics and principles peculiar to the air 
transportation industry; and, needless to say, such official should have access 
to legal counsel, contract negotiators, transportation technicians and analysts, 
economists, accountants and auditors, together with the further authority to 
engage outside consultants, when deemed necessary in the public interest, for 
the obvious purpose of engaging in special studies pertaining to subsidy car 
riers’ operations in particular and air transportation subsidy problems in 
general. 

By adopting the system proposed, it is believed that an incalculable savings 
of both time and money would accrue not only to the Government but also 
to the carriers by the elimination of lergthy legalistic procedures which of neces- 
sity are presently required by the Board in its determination of subsidy pay 
ments. Particularly, it is believed that the resulting dispatch in finalizing sub 
sidy questions through the above-described negotiation process would be of con 
siderable assistance to the carrier in that such a procedure would more clearly 
enable it to obtain a timely knowledge of the appropriate financial assistance it 
reasonably could expect from the Government, and thereby be in a better posi 
tion to plan its operations accordingly. 

During the course of our survey we have developed information establishing 
the fact that the Civil Aeronautics Board has been heavily burdened with many 
troublesome problems, and during recent years it has experienced increasing 
difficulty in keeping current with important matters it constantly is being called 
upon to consider. Therefore, for this and other reasons, it is believed that by 
being relieved of the cumbersome and time-consuming proceedings heretofore 
required in the handling of subsidy matters, its quasi-legislative judicial rate 
making and regulatory functions could be greatly accelerated. Meanwhile, the 
subsidy administrator would be free to give full-time direction to the financial 
negotiations between the carriers and the Government, thus avoiding mueh 
of the legalistic procedure involved in a rate-making forum. In this connection, 
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it is observed that the Board itself, in its 1954 Annual Report to the Congress, 
has requested among other things new legislation authorizing the elimination of 
hearings in certain cases involving mergers and acquisition of control. We 
concur in the Board’s view in this respect. 

Enactment of the proposed contracting provisions also would enable the 
subsidized carrier to report more accurately and promptly its operating results. 
Existing Board reporting procedures have been criticized on the basis that a 
carrier’s financial reports, during periods when they were on temporary rates, 
have not revealed final operating results and net income; that is, such reports 
in many instances must of necessity be qualified to the extent that a final rate 
has not yet been established by the Board and, therefore, the effect of a final 
rate on the financial condition of the carrier at the time is an unknown factor. 
Moreover, notwithstanding the fact that a year or more later the carrier might 
be in a position to report more accurately upon the preceding years, such an 
arrangement, nevertheless, is difficult of interpretation on the part of the 
investing public. 

Finally, by enactment of the afore-mentioned provision, there instantly emerges 
the following beneficial factors: (1) a complete divorcement of subsidy from 
mail rates, (2) an ability to more accurately budget subsidy needs than in the 
past when they were intertwined in the rate features of the act, (3) a full-time 
organization assigned to the problem of reducing subsidies, and (4) a statutory 
ability to recoup such portion of the subsidy not actually required by the carrier. 

Before leaving this section, it is deemed of importance to call attention to 
paragraph (2) of subsection (e) which provides for the deduction of certain 
charges and expenses, including the amount found necessary * * * to assure the 
carrier a fair return under honest, economical, and efficient management, without 
regard to capital gains or capital losses. Since such provision appears to be in 
direct conflict with the cardinal requirement that all other revenues accruing to 
the carrier during the term of the contract, appearing in the same section of the 
proposed amendment, it is not clear why such exemption should prevail. To be 
sure, a capital gain, measured in terms of sound accounting principles, should 
be regarded as other revenue, as defined by the Supreme Court of the United 
States in its decisions of February 1, 1954 (347 U. S. 67 and 74), and, therefore, 
should be considered in such category when arriving at the amount of subsidy 
to be allowed. Conversely, capital losses, when computed upon a reasonable 
basis, likewise should be regarded as an allowable item in the determination of 
elements to be underwritten by the Government. 

In the same section it is provided that “one-half of the remainder, without 
recomputation of income taxes, shall be the amount due from the carrier * * *.” 
It is recommended that consideration be given to omitting this phrase in its 
entirety. Such a provision is apparently designed to operate more or less in 
the manner of an incentive to the carrier, motivating a more efficient pattern 
of operations, thereby affording it an opportunity to recoup what amounts to a 
bonus at the end of the contract period. The purpose of such a provision is not 
entirely clear, since it does not appear that a carrier requiring Federal aid 
should be permitted to retain any portion in excess of an amount enabling it 
to operate under honest, efficient, and economical management. 

The proposed amendment to section 901 of the act, providing civil penalties for 
the violation of any of the provisions of title IV thereof, is a most desirable 
feature and has been so recommended by the Civil Aeronautics Board. We con- 
cur wholeheartedly in such recommendation and, in so doing, recognize that 
the usefulness of civil penalties as a remedy has been widely employed in other 
fields of regulatory activity, such as the Interstate Commerce Act, the Federal 
Power Act of 1935, the Communications Act of 1934, and others. We feel, there- 
fore, that the imposition of such penalties likewise should be available to the 
Board to be imposed in those areas where: (1) the carrier fails to file or con- 
sistently fails to meet the date for filing prescribed Civil Aeronautics reports; 
(2) the carrier neglects or refuses to conform the accounts of the company to 
recognized sound accounting principles; or (3) where the carrier is continually 
at variance with the reporting requirements of the Board. We believe also that 
the imposition of civil penalties for violations of the Board’s Economic Regula- 
tions would greatly increase the efficiency and effectiveness of the Board’s effort 
to obtain compliance with the act, together with the rules and regulations issued 
pursuant thereto. It is our view that within a regulated industry there is little 
room for individuality with respect to conformance with the Board’s Economic 
Regulations and the System of Uniform Accounts and Reports set up thereunder. 
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Certainly, if comparability is to be used by the Board’s staff to the extent ob 
served in our survey, comparable accounting procedures, policies, and reporting 
should be deemed mandatory; otherwise, without uniformity on basic matters 
there can be no sound basis for comparison. In view thereof, we repeat the 
urgency of prescribing such penalties, and, in this connection, there is com- 
mended to your committee for consideration section 20 (7) of title 49, United 
States Code, which has been used effectively by the Interstate Commerce Com- 
mission and which, it is believed, would likewise be an appropriate pattern to 
be followed in the consideration of this phase of the subject bill. 

The foregoing represents a summary of our comments with regard to S. 308, 
S. 1119 and related bills. However, before concluding our remarks respecting 
the Civil Aeronautics Act as a whole, we should like to make a few additional 
recommendations which, in our opinion, would furnish added support to the 
Board in the administration of its basic law. 

Section 407 (e) of the present law authorizes the Board at all times to have 
access to all lands, buildings, and equipment of any carrier and to all accounts, 
records, and memoranda, including all documents, papers, and correspondence 
kept, or required to be kept, by air carriers; and also authorizes the employment 
of special agents or auditors who shall have authority to inspect and examine 
any and all such lands, buildings, equipment, accounts, records, and memoranda. 
It is further provided that the provisions of this section shall apply, to the 
extent found by the Board to be reasonably necessary for the administration of 
the act, to persons having control over any air carrier, or affiliated with any 
air carrier within the meaning of section 5 (a) of the Interstate Commerce Act, 
as amended. 

Notwithstanding the foregoing provision, however, the Board has expressed 
doubt as to its authority to require a domestic subsidiary or affiliate of an air 
carrier to submit to an audit of its books by the Board’s auditors. This ques- 
tion has arisen, of course, in connection with the problem of the proper treat 
ment for mail rate purposes to be accorded revenues realized from, and expenses 
oecasioned by the operations of such subsidiaries or affiliates. The question also 
is directed to wholly owned domestic subsidiaries, to domestic subsidiaries and 
affiliates in which majority control exists, and to those domestic affiliates in 
which less than 50 percent stock ownership exists, but of which there may 
be a greater or lesser degree of control by the air carrier. 

In an informal discussion with members of the Board’s staff, the latter have 
taken the position that the last sentence of section 407 (e) obviously confers 
authority upon the Board to inspect and audit the books of certain persons and 
companies other than air carriers, subject to the requirement that the Board 
must, prior to such inspection and audit, find that it is reasonably necessary 
for the administration of the Civil Aeronautics Act. The Board’s staff, how- 
ever, has taken the position that there is an implication that since Congress has 
specifically designated the classes of persons other than air carriers whose books 
the Board is entitled to inspect and audit, it was not intended to confer such 
authority with respect to any classes of persons not so named. Notwithstand- 
ing our view, however, that the foregoing provision, which confers general powers 
upon the Board relative to its audit authority, also carries with it a connotation 
of implied powers not expressly enumerated therein sufficient to cover the desired 
results, it is nevertheless recommended that the section be clarified so as to 
confer upon the Board unquestioned authority to audit the books and records 
of any domestic affiliate and/or subsidiary of an air carrier, pursuant to and 
in connection with its regulatory functions. 

Another matter which, in our opinion, deserves serious consideration is that 
pertaining to depreciation. During the course of our survey, we have observed 
that the Board has not prescribed any overall depreciation policies, rates of 
depreciation or residual values for air carriers’ flight equipment or other prop 
erty primarily because it is of the view that authority to do so is not snecifer"w 
contained in the Civil Aeronautics Act. However, the Uniform System of 
Accounts for Air Carriers, issued under the Board’s Economic Regulations, 
requires each air carrier to establish rates of depreciation or residual values 
ealeulated to prevent charging excessive expenses or the accumulation of exces 
sive reserves. The Board’s Office of Carrier Accounts and Statistics recently 
has completed a depreciation study which shows variances in depreciation rates 
and residual values among air carriers utilizing aircraft of similar tynes. Such 
study reveals that air carriers venerally have been depreciating their postwar 
flight equipment over a 7-year period. 
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One carrier, however, has deviated from this practice by using a 4-year life on 
the premise that a short depreciation period is necessary due to the rapid obso 
lescence of plane design; and still another carrier has been depreciating some of 
its equipment over a 5-year period. Manifestly, a policy for depreciating flight 
equipment and other property over a period shorter than its useful life results 
in a higher annual depreciation cost. Likewise, the establishment of low resid 
ual values increases the base for depreciation and also results in a higher annual 
depreciation cost. Furthermore, the establishment of low residual values usually 
results in the realization of profits upon disposition of the equipment which, in 
a closed rate period, operates to the disadvantage of the Government. In view 
thereof, it is our recommendation that the Board be granted specific statutory 
authority to establish such rates for those carriers under its regulatory jurisdic- 
tion, in keeping with those similar powers presently vested in other regulatory 
bodies. In this connection, attention is directed to the fact that both the Inter- 
state Commerce Act, 49 U. S. C. 20 (4), and the Federal Communications Act, 
17 U. S. C. 220 (b), prescribe for its carriers the classes of property for which 
depreciation charges may properly be‘included under operating expenses, and 
also directs the respective commissions to prescribe the rate or rates of deprecia 
tion to be charged with respect to each of the classes of property, classifying the 
carriers as they may deem proper for this purpose. 

We also recommend that a statutory limitation be imposed upon salaries of air- 
line executives for allowance in determining the subsidy requirements of a carrier 
In this connection, attention is invited to section 805 (c) of the Merchant Marine 
Act, 1936, as amended by section 20 of Public Law 586, S2d Congress (66 Stat 
765), which reads in pertinent part as follows: “* * * no salary for personal 
services in excess of $25,000 per annum paid to a director, officer, or employee by 
said contractor, its affiliates, subsidiary, or associates, shall be taken into 
account,” when considering profits of subsidized steamship lines at the time 
subsidy payments are being determined. 

Obviously, since the Congress has seen fit to establish a policy respecting allow- 
able salaries in granting subsidies to ship operators, there would appear to be 
precedent for it likewise to include a similar limitation in the Civil Aeronautics 
Act for governing the air-transport industry. At this time we do not purport to 
suggest the amount of such salary limitation, but we do recommend that the 
language in section 805 (c) of the Merchant Marine Act, supra, defining the term 
“salary” as including “wages and allowances of compensation in any form for 
personal services” be adopted. 

Finally, we should like to call attention to the fact that Government employees 
traveling by air on official business overseas are not required to go on United 
States airlines. Although statistics are not available as to the extent to which 
such traffic is diverted from our international carriers, we have been informed 
that the practice does exist. It is obvious that any revenue lost to such carriers 
increases their subsidy requirements. 

In this connection we call attention to a provision in the Merchant Marine Act 
of 1936 (49 Stat. 2015) which states: 

“Any officer or employee of the United States traveling on official business 
overseas or to or from any of the possessions of the United States shall travel 
and transport his personal effects on ships registered under the laws of the 
United States where such ships are available unless the necessity of his mission 
requires the use of a ship under a foreign flag * * *.” 

In view thereof, we recommend that the Civil Aeronautics Act be amended to 
conform in the above respect to the Merchant Marine Act to prevent the possible 
diversion of Government travel to foreign air carriers. 

Our suggestions enumerated above have been aimed toward a strengthened act 
which will permit a more expeditious, economical, and efficient operation in its 
administration. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


Senator Monroney. The next witness is Mr. Harold F. Hammond, 
executive vice president, Transportation Association of America. 

Mr. Hammond, thank you for coming before the committee, and we 
would be glad to have your experience and your views. 
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STATEMENT OF HAROLD F. HAMMOND, EXECUTIVE VICE PRESI- 
DENT, TRANSPORTATION ASSOCIATION OF AMERICA 


Mr. Hammonp. Thank you, Mr. Chairman. 

I think, Mr. Chairman, with your permission I will file the state 
ment I have prepared and just comment on it briefly in a few words, 
if I may. 

Senator Monroney. Certainly you may. 

(The above-mentioned document is as tollows:) 


STATEMENT OF HarRo_p F. HAMMOND, EXECUTIVE VICE PRESIDENT TRANSPORTATION 
ASSOCIATION OF AMERICA IN CONNECTION WITH 8S. 308 AND 8. 1119 


My name is Harold F. Hammond, executive vice president, Transportation 
Association of America, with offices at 1001 Connecticut Avenue,, Washington, 
D. C., and.general offices in Chicago. The association, organized in 1935, is a 
nonprofit research and educational institution, dedicated to the preservation of 
competitive private ownership of transportation. 

TAA devotes itself to the development and implementation of sound national 
policies aimed at the creation of the strongest possible transportation system 
under private ownership. It is an association of transportation interests of ail 
kinds, including users, investors, and carriers. Of the thousands of enterprises 
throughout the country that support TAA, almost two-thirds are users of trans 
portation service, about 22 percent are investors, and the remainder, carriers 
such ‘as airlines, bus companies, freight forwarders, petroleum pipelines, rail 
roads; trucking companies, and waterway operators. 

Issues considered by TAA are initially sereened by special panels of experts 
in the user, investor, and different carrier fields and then reviewed by a non 
carrier policy administration board which reconciles and coordinates the dif- 
ferent views and then makes recommendations to the board of directors. The 
board, which represents a balanced cross section of our general economic system, 
consisting of nearly 100 members from all elements of industry, finance, and 
agriculture, takes final action. 

In its broad study of transportation problems, TAA has established positions 
on two provisions contained in both S. 308 and 8. 1119. One of these provisions 
seeks to tighten up the present exemption authority contained in the Civil 
Aeronautics Act which permits large irregular air carriers to operate without 
securing a certificate of convenience and necessity. The other provision seeks to 
apply economic regulation to air contract carriers. 

TAA supports the general objectives being sought by these particular pro- 
visions. When considering its position on these two respective questions, no 
opposition was expressed by any of the panels of experts who studied the policy 
proposals. Furthermore, the policy positions were approved by an overwhelming 
majority of the board of directors. 


EXEMPTION PROVISION 


30th bills before the subcommittee as we read them seek to limit the use of 
the exemtion authority of the Civil Aeronautics Board to aircraft under 12,500 
pounds or to certificated air carriers for the purpose of permitting a temporary 
supplemental service. Both would terminate present exemptions not conform- 
ing to the proposed provision 1 year after its becoming effective, unless terminated 
before that time by the Civil Aeronautics Board. 

TAA’s position.—If we are to maintain a strong, dependable, regulated air- 
transportation industry, a sizeable segment of for-hire service should not be 
exempted from a requirement that they prove their services are needed in the 
public interest. Such a situation unduly discriminates against the scheduled 
earriers and materially weakens the aims and objectives of fair regulation. 

The extensive hearings before the CAB which are still not completed have 
shown that many irregular air carriers are operating what in practice amounts 
to elaborate scheduled services exactly like those of the scheduled carriers, 
except that the former confine their services to the more profitable, high density 
routes. 
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The scheduled carriers, in the meantime, must also serve less profitable, or 
even marginal, intermediate routes and maintain an overall rate structure that 
is considered fair and reasonable to all. 

In our opinion, it is unfair to allow an expansion of air common carrier 
service without proof of public need. Applicants should be subject to the 
principle of controlled entry which is necessary in an important industry such 
as air transportation. This procedure will permit new carriers to provide air- 
carrier service if it is needed in the public interest and at the same time establishes 
a condition of regulated competition that insures the strongest possible com- 
mercial air transport system for our commerce and defense needs. 

In support of the principle that effective regulation of for-hire air-carrier 
service requires a reasonable control of the entry of carriers into the field, TAA 
has adopted the following policy: 

“The Civil Aeronautics Act should be amended to require that, except to the 
extent that temporary exemptions are granted to supplement existing certificated 
service, no exemptions should be granted from the certificate requirements with- 
out appropriate hearing and findings by the Civil Aeronautics Board that the 
service is needed in the public interest and that the applicant is fit and able to 
provide the proposed service.” 

1CC report.—The subject of nonscheduled airline operations has been studied 
recently by the President’s Air Coordinating Committee in its overall review of 
Federal aviation policies. The strong arguments contained in this committee’s 
report of May 1, 1954, in support of the application of the controlled entry prin- 
ciple to this class of air carrier corroborate those presented above. In addition, 
we should like to point out one specific paragraph contained in this report: 

“Federal subsidy policies for the development of civil air transportation further 
emphasize the importance of controlling entry into the business. Only by main- 
taining sound economic conditions within the industry can the Government dis- 
charge its public obligation to minimize subsidy expenditures.” 


REGULATION OF AIR CONTRACT CARRIERS 


soth S. 308 and S. 1119 seek to apply economic regulation to operations of air 
contract carriers, who at present are not subject to any Federal control over such 
things as the right to operate, rates, and services. The bills spell out in specific 
terms how such regulation should be applied, with the overall objective, as we 
interpret it. of placing reasonable limitations on operations of air contract carriers 
in order to prevent them from engaging in common carrier service. 

TAA’s position.—At present motor and water contract carriers are regulated 
by the Interstate Commerce Commission. However, ICC regulation over contract 
carrier rates is not adequate, thus creating a serious competitive problem for the 
common carrier. 

In the aviation field, there is no Federal regulation of air contract carriers. 
Thus, the competitive problem is greater as far as scheduled air carriers are 
concerned. They have no idea what services or rates these competing contract 
carriers are offering to users of air carrier services. The scheduled air carriers 
must serve all points on their routes, whether profitable or nnprofitable, and they 
cannot move over routes of other carriers. At the same time, contract air 
carriers can go where they please and adjust rates as necessary to get the traffic 

One of the major dangers of such a loophole in the regulation of air transpor 
tation is that it encourages operators to avoid such regulation by putting them- 
selves out as contract carriers. Without any specific standards to he guided by, 
it is extremely difficult to say how far such carriers can go without getting into 
the common carrier field. In the meantime, they avoid the responsibilities and 
obligations that must be assumed by regulated air carriers, vet can compete, at 
an unfair advantage, for the most profitable traffic by undercutting the published 
rates of the regulated carriers. 

The commercial aviation business has reached a level of economic maturity 
that warrants reasonable regulation of its component parts, including air contract 
operations. Without adequate control over air contract carriers, the present 
problem will become increasingly acute, as experienced in the field of surface 
transportation. 

In support of the principle that the publie interest requires contract carrier 
service bv air to be treated in manner similar to that of contract service of 
surface carriers, TAA has adopted the folowing policy : 

“Air contract carriers shall be required to obtain permits from the Civil Aero- 
nautics Board before engaging in interstate operations. Contract air carriers 
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shall be subject to the same kind of economic regulation as contract motor and 
water carriers.” 

ACC report.—The President’s Air Coordinating Committee also studied the 
questien of air contract carrier operations and commented as follows in its 
report of May 1, 1954: 

“In the charter field, the line of demarcation between common and contract 
carriage is not always clear-cut * * * it appears desirable to retain economic 
regulatory control over charter operations, and accordingly it is recommended 
that the act be amended to extend the Board’s economic authority So as to cover 
contract carriers.” 

SUMMARY 

The above gives, in brief, TAA’s views ‘concerning -those provisions of 8S. 308 
and S. 1119 which call for tighter control over the exemption provision that 
permits entry into common carrier air service and for regulation of air contract 
carriers. We favor the objectives of such legislation in the interest of streugthen- 
ing our overall transportation system. 

We greatly appreciate the opportunity to express our views before this sub- 
committee. 

Mr. Hammonp. First, possibly I should give you just a brief back- 
ground of the Transport Association of America, which may be new 
to some of you, and point out that it is not a new organization. 

It is devoted primarily to the development and implementation of 
sound transportation policies. One of those primary objectives is 
to try to iron out the differences of views of national transportations 
association, and then to bring those views in uniformity as I am do- 
ing here this morning. 

About two-thirds of the membership of the association, are users 
and shippers in the field, all forms. The remainder is made up of 
investors, banks, investment houses, insurance companies, and the 
like, and carrier. 

When I mention carrier, of course, I not only refer to one or two 
types, but all the principal types: pipelines, freight forwarders, air, 
water, rail, truck, bus, and so on. 

Now, to arrive at positions, such as I will give here this morning 

’ 9 = 
on several of the points covered in the 2 bills, the issues are first placed 
before 8 panels. Those cover the 6 carrier panels and an investors’ 
panel and a users’ panel, made up of experts in their respective fields. 

After that it goes to a special board called the policy administration 
board, which has no carriers on it at all. In fact, they are all users 
of transportation. If that board approves it, then it goes to the gen- 
eral board of directors, which currently is composed of 94 men from 
all parts of the country, and representing all interests, including the 
farm interests and the general public. 

This morning we have the position on only two provisions con- 
tained in S. 308 and S. 1119. One of those pertains to the exemption 
authority in the Act, and the other is the question of the regulation of 
air contract carriers, 

In support of the principle that effective regulation of for-hire air 
carrier service requires a reasonable control of the entry of carriers 
into the field, TAA has adopted the following policy : 

The Civil Aeronautics Act should be amended to require that, except to the 
extent that temporary exemptions are granted to supplement existing certifi- 
cated service, no exemptions should be granted from the certificate requirements 
without appropriate hearing and findings by the Civil Aeronautics Board that 
the service is needed in the public interest and that the applicant is fit and able 
to provide the proposed service. 
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That was the position taken by the Board of Directors after having 
gone through the process that I mentioned, and that was about a 
year ago that such action was taken. 

In support of the principle that the public interest requires contract 
carrier service by air to be treated in manner similar to that of con- 
tract service of surface carriers, TAA has adopted the following 
policy: 

Air contract carriers shall be required to obtain permits from the Civil Aero 
nautics Board before engaging fn interstate operations. Contract air carriers 
shall be sul ject to the same kind of economic regulation as contract motor and 
water carriers. 

In summary then, we favor the objectives and certainly the prin 
ciples of the legislation proposed on these two points in the interests 
of strengthening our overall transport system in the country. 

Senator Monroney. Th: ink you very much, Mr. Hammond, for a 
statement that has been madea part of the record, 

Senator Bible, do you have any questions ¢ 

Senator Brnte. No, I have no questions. Thank you. 

Senator Monroney. Senator Shoeppel ? 

Senator SHOEPPEL. No questions. Thank you. 

Senator Monronery. The next witness is Hamlin B. Johnston, presi- 
dent of Aircoach Transport Association. Mr. Johnston, we appreci- 
ate your coming before our committee and giving us the benefit of your 
views on this matter. 


STATEMENT OF H. B. JOHNSTON, PRESIDENT, AIRCOACH 
TRANSPORT ASSOCIATION 


Mr. Jonnstron. Thank you, Mr. Chairman. 

Mr. Chairman, and members of the committee, I represent and speak 
on behalf of 38 independent airlines which are members of the Air- 
coach Transport Asosciation. These carriers have been classified from 
time to time as “nonscheduled,” “large irregular,” or “irregular trans- 
port” carriers. I shall refer to them by the more appropriate title of 
“independent” carriers. 

The bills which the committee has before it are completely deficient 
in that they fail to recognize or provide any status for the independent 

carriers. 

The independent lines constitute an important part of the air- 
transport industry. They have total assets of more than $13 million 
as compared with $14 million of the local service industry. The in- 
de pendents have built their 59 without direct subsidy payments, 
whereas the local service carriers have been paid direct subsidies 
amounting to $25 million i year. 

The revenue passenger-mile is the customary standard usd in mea 
suring the extent and development of air transport, but to me it is 
also a standard of public service. It meansthat 1 passenger—a member 
of the public—fiew 1 mile. In fiseal 1954, the independent carriers 
flew 1.1 billion revenue passenger-miles, and the loca] service carriers 
flew only 412 million revenue passenger-miles. 


SERVICES TO THE NATION 








But the independent airlines have served not only the public need- 
ing moderate-priced air service but also the military when in emer- 
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vencies airlift was nowhere else available. During the Berlin and 
the Korean airlifts, the independents were ready, willing, and able, 
ind did provide aircraft needed to maintain these airlifts. 

The independent carriers represent the first line of civilian defense. 
When airplanes were needed for the Korean airlift, the independent 
iirlines were the very first to provide not only the airplanes, but also 
trained crews to supply needed logistics for the military. 

After the war was over, the independents performed still another 
service for the military—the transportation of personnel and cargo. 

During 1958, and the first 2 quarters of 1954, the independent air 
lines did $25 million worth of business with the Military Establish 

ent. This business was all obtained through competitive bidding, 
and has continued because it is economical for the Defense Depart 
ment. This is not my conclusion—it is the considered opinion of the 
Department of Defense. On November 25, 1954, the Department so 
advised the Civil Aeronautics Board, stating : 

Also, the Department of Defense would realize certain economies while tender 
ing volume, remunerative traffic to the carriers under the method of procuring 
services by contract. It is further believed that a cuntinuation of the relaxation 
of the Board’s economic regulations would aid the air carriers, as a group, in 
maintaining their competitive position, which has probably been responsible for 
the economies referred to above. 


BILLS WOULD DESTROY CARRIERS 


The bills before the committee would completely eliminate the 
independent carriers. 

It is inconceivable to me that the Congress would, in a single piece 
of legislation, wipe out the entire industry of the independent air 
carriers at the very same time it is passing legislation to make per- 
manent a smaller, and less important, part of the air-carrier industry. 
Why should anyone want to eliminate a class of air carriers which 
have built a good and substantial business, contributed a public serv 
ice, and lent real assistance to the defense of this country ? 

Yet these proposed bills would do that very thing. Let me explain 
how these bills would eliminate a very valuable industry. 

Section 20 of Senate bill 1119, by Senator Magnuson, would amend 
section 416 of the present Civil Aeronautics Act to terminate all 
exemptions issued by the Board to independent carriers. Section 23 
of Senate bill 308, by Senator Bricker, would have exactly the same 
effect. 

Why is the elimination of section 416 of the present act so ominous? 
The reason is that section 416 is, first, the very basis for the existence 
of the independent airlines, and, second, the only practicable way in 
which an independent carrier can become established. 

In the bill introduced by Senator Magnuson, S. 1119, the original 
exemption provision of the Civil Aeronautics Act of 1938, section 
116 (b), has been tampered with. Nowadays there seems to be nothing 
but criticism of the 1938 provision for exemptions: by those in author 
ity called upon to grant or deny them; by those privileged few who 
do not need them, and, therefore, resent them; and finally even by 
those beneficiaries of the provision who have been so long exempted 
that they now despair they will ever attain the more-assured certificate 
status they had a right to strive for. 
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Despite these criticisms, I believe that the committee should give 
some thought both to the original purpose of the exemption provisior 
and to the accomplishments of that provision which Congress so 
wisely wrote into the Civil Aeronautics Act of 1938. 

Representatives of the chosen carriers—and others who should bx 
more objective—have so often told this committee and other commit 
tees of Congress that the exemption provision was written merely to 
take care of the little fly-by-night and the inconsequential fellow who 
was to be always kept near his base, that I feel called upon to correct 
this oft-repeated misrepresentation. 


PURPOSE OF EXEMPTION POWERS 


The exemption provision was mserted in the 1938 act at a time when 
omnes of Congress were publicly expressing their fear that the cer 
tificate system pr roposed i in the act would be used to perpetuate monop 
oly, or oligopoly, in the industry. The Government spokesman for 
the interdepartmental committee, which drafted the exemption provi 
sion, reported to the Interstate and Foreign Commerce Committee of 
the House as follows: 

Therefore, this provision (the exemption provision) has been put in to exempt 
from any requirement of a certificate of convenience of that type of carrier until 
it is found to be in the public interest. So perhaps we leaned so strongly to pro- 
vide an exemption for a type of carrier we do not want to regulate immediately. 

This statement indicates that the drafters of the exemption provi- 
sion, as it appeared in the bill passed by Congress, intended that new 
small companies were to be exempted during a period of incubation, 
from which, if they were successful, they were to be advanced to the 
status of certificated companies. 

So much for what Congress intended by the provision. What has 
the provision acc omplished ? Despite the many criticisms of the pro- 
vision and of the so-called large irregular carriers, which the provision 
made possible, it furnished the certificated indus stry a pilot-plant ex- 
periment of incalculable value. 

Even Mr. 8. G. Tipton, in his appearance before this committee last 
year as the spokesman for the trunklines’ powerful association, made 
the admission, “the irregulars * * * may have accelerated the intro- 
duction of coach service.” And no one dares deny that airlines oper- 
ating under exemptions also pioneered the air transportation of 
freight. 

ORIGIN OF AIRCOACH 


There has been much back and forth about who had the original 
idea for air coach, and considerable scorn for the use of the term “air 
coach” as a separate category of air service. It is, some say, just 
cutrate passenger transportation service. 

The essential fact is that the independent lines were enabled by the 
exemption provision to carry out a practical experiment in giving 
lower cost and adequate, but unpretentious, air service when the Board 
and some of the leading spokesmen of the trunklines were not only 
afraid of such reduced-fare service but were actually opposed to it. 

Alfred Sloan of General Motors once admitted that any revolu- 
tionary change in the automobile would have to be pioneered by some 
smaller company because General Motors could not afford to take 


the risk. 
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The complacent argue that there is no longer any need for the ex- 
emption provision or even for the independent airlines, now that the 
trunklines have learned their lesson and have begun to expand their 
coach service. I do not believe that this committee will want to be 
included among the complacent. 


HIGH COST OF CERTIFICATION 


Even if the experienced exempted airlines that have contributed so 
much to the development of civil aviation were properly rewarded 
with a certificate, the exemption provision should be retained for those 
still unable to incur the expense of combating the high-priced legal 
talent, vigilant against any new applicant for a certificate. 

Critics of the exemption provision in the Board, in the certificated 
industry, and elsewhere, regularly assert that the provision has created 
the horrendous problem of the “nonskeds.” The aviation study, made 
by this very committee’s staff last year asserts that the nonskeds “pres- 
ence and tactics have resulted in an intensification of competition in 
the industry.” 

Naturally, these protagonists of oligopoly emphasize the alleged im- 
proper tactics of the successful independent carriers on the theory that 
any discoverable violation in their otherwise constructive records must 
be used against them when they attempt to graduate from the exemp- 
tion school and come up for entry into the certificate class. 

(But when one calls to mind the precertification record of some of 
the great trunklines, exposed by the Black Committee, one wonders 
whether they and their adherents should be throwing stones.) 

In short, opposition to the exemption provision is unquestionably 
what the psychologists would call a transferred antagonism: It is 
merely the antagonism of the oligopolists and their apologists to the 
independent airlines which the exemption provision made possible. 


SCHEDULED AIRLINE ANTAGONISM 


What have the independent airlines—these Frankensteins created 
by the exemption provision—done that so antagonizes the established 
oligopoly and its apologists ? 

First, the experienced, the certificated, with all their business know- 
how, were able to get from the exempted, the parvenu, some valuable 
ideas, which helped them to work out of the red into the black. 

They were reluctantly forced to recognize the economic truism that 
lowering cost in general expands markets and profits. Moreover, 
some of the trunklines have finally come to see the possibilities of the 
air-freight market, which they formerly discounted and which had to 
be explored by exempted airlines. 

Second, the trunklines and their apologists accuse the independents 
of skimming the cream by concentrating on long hauls. The economics 
of competitive capitalism presupposes that he is the best and most 
valuable producer or supplier who best understands his market and 
who most effectively meets its needs. The best customer of the airline 
industry is the long-haul customer, and civil aviation can be most 
effectively developed by catering to him, not by penalizing him. 

The Aircoach Transport Association presented data during the 
course of the large irregular carrier investigation, Docket No. 5132, 
13 
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which proved that the trunklines overcharged the long-haul passenger 
and undercharged the short-haul passenger. The trunklines and their 

apologists do not deny this fact. Independent competition was largely 
responsible for reducing long-haul fares of the trunklines. 

Third, the successful exempted, noncertificated carrier—to the 
original embarrassment of the trunklines—has furnished a yardstick 
for reasonable transcontinental and other long-haul fares. There has 
been much uninformed criticism of the validity of this yardstick for 
comparison of airlines which are not identical in their operations. 

Without expounding the yardstick concept at length here, I merely 
want to say that the transcontinental and other long-haul fares of suc- 
cessful independent carriers—that is, those operating on a profitable 
basis—can be properly designated as yardsticks for reasonable fares 
which the airlines’ best customers, the long-haul customers, should be 
asked to pay. 

The trunklines, at first discomfited but eventually convinced, met the 
challenge of the yardstick furnished them. Moreover, their reluctant 
installation of long-haul coach service and their reduction of fares 
have brought them from the red into the black, as I shall demonstrate. 

But, there is always the danger that when the exemption provision 
is deleted, and the independents liquidated—or at least relegated to 
some harmless type of circumscribed contract service where it 1s hoped 
they will w ither and die—the triumphant oligopoly will again want to 
raise fares because of “the increases in wages and other expenses,” to 
quote a phrase used suspiciously often by representatives of the trunk- 
lines and their allies. By that time the yardstick may have been broken 
and thrown away ! 

Fourth, monopoly, like the dictator, is.always apprehensive because 
through the back door of exemption rivals may emerge. The inde- 
pendent airline is scorned as an intruder, an interloper, by those who 
want to maintain their profitable monopoly. 

You have been told that it is absurd to call the trunklines mo- 
nopolies, as anyone who has studied Greek must know that monopoly 
implies control by one. Well, then, call the trunklines an oligopoly. 
But the fact is that economists regularly characterize an industry as 
monopolistic where there is an oligopoly, i i. e., control by a few, and 
where there is no freedom of entry into the business for anyone elie. 

Although Congress is blamed for having provided for this oligo- 
poly by the certificate system, Congress clearly meant there should be 
competition and said so in its statement of policy. Moreover, Congress 
provided for exemptions. The trunklines now constitute a legalized 
oligopoly—controlled by, and in league with, bureaucracy—and, 
therefore, are in danger ‘of being deprived of that great vitalizing 
force which has so strengthened American enter prise. 


NEED FOR COMPETITION 


Mr. Robert B. Murray, one of the chief protagonists of the oligo- 
poly, who frankly declared that he did not believe in competition for 
competition’s sake, asserted that there is plenty of competition within 
the air carrier industry today. Moreover, according to the gentlemen 
who prepared your aviation study last year, Mr. Murray seemed to 
suggest that on some routes there may be too much. 
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A table presented on page 37 of that study indicates that, as of 
September 1952, out of 100 pairs of top traffic points, there were 
about 30 served by only one trunkline and about 45 served by only 2 
trunklines. There were only 3 pairs (New York-Chicago; New 
York-Detroit; and Washington-Chicago) that had service from as 
many as 4 trunklines. 

There would be little economic justification for having more than 2 
or 3 railroads operating between New York and Washington, for 
example. The cost of building and maintaining railroads is relatively 
so great that the railroad must be classified as a public utility of the 
natural-monopoly type. Here, the corrective of competition may be 
abrogated in favor of strict public-utility regulation of rates. 

But airlines are not public utilities of the natural-monopoly type. 
There is no conceivable economic justification for limiting the number 
of airlines between New York and Chicago, or between New York and 
Los Angeles. The air should be free. 

If demand for service were to increase, and if this demand were not 
met by the certificated trunklines, there is no reason for denying other 
airlines the right to supply the market. ‘There would be no. such 
costly expenditure for new equipment as would be involved in con- 
structing a new railroad. 

Airlines are not public utilities of the natural-monopoly type, and, 
therefore, should not be preserved as natural monopolies. 


TRUNKLINE PROFITS 


If the trunklines insist upon maintaining their monopolistic posi- 
tion, and the Civil Aeronautics Board continues to preserve their 
monopolistic status, they must be prepared to accept the kind of profit 
limitation which industries removed from the correction of competi- 
tion logically must be subjected to. In short, they must be prepared to 
have their profits restricted. If they want to have the shelter and pro- 
tection which the Government seems to be willing to give them, they 
cannot continue to earn such profits as they have been earning with- 
out public criticism. 

The Aircoach Transport Association submitted certain profit data 
during the course of the “Large irregular investigation” which are 
shown in the tables in appendix A. Whereas the Department of Com- 
merce’s figure for profits of “all corporations” (before income tax) was 
in 1952 and 1953, about 3314 percent higher than in 1949, the profits 
(before income tax) of the trunklines increased by about 400 percent 
during the same period. (Table I of appendix A.) 

In 1950 (the latest year for which Internal Revenue data were avail- 
able at the time) “all public utilities earned 7.5 percent on invested 
capital; “all transportation companies” earned 7.6 percent; “air trans- 
portation and allied services” earned 15.8 percent; and the trunklines 
earned 17.2 percent. These rates of return were before deductions for 
income tax. (Table II of appendix A.) 

During the year ending September 30, 1953, the Big Four earned 
21.8 percent (before income taxes) on total invested capital, and all 
the trunks earned 21.3 percent. (Table ITI of appendix A.) 

Stockholders of the Big Four had a return of 15 percent before in- 
come taxes, and 14.7 percent after income taxes during the year end- 
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ing September 30, 1953. Stockholders of the trunklines as a whole 
had a return of 15.3 percent on their equity, before income taxes, and 
a return of 13.1 percent, after income taxes. (Table 1V of appendix A.) 

Senator Monroney. You say “return.” Do you mean dividends or 
was that partly plowed back in? 

Mr. Jounsron. From the dividends they have been paying, I judge 
it was largely plowed back in, Senator. 

These profits were far above those earned by regulated public utili- 
ties or by competitive enterprises, as a whole. Whereas 23 groups of 
manufacturing corporations, selected by the Federal Trade Commis 
sion, earned during 1952 and 1953 about 23 percent before taxes, the 
trunklines earned about 29 percent. The returns, after income taxes, 
were about 1014 percent for the 23 groups of manufacturing corpora- 
tions, and about 14 percent for the trunklines. (Table V ‘of appen- 
dix A.) 

Market value of trunkline stocks: Last May the chairman of the 
board of Trans-World Airlines presented to this committee data (ex- 
hibit A) which purported to demonstrate “the loss of investor confi- 
dence: in aviation securities.” The Securities and Exchange Com- 
missions’ indexes of weekly closing prices of common stocks on the 
New York Stock Exchange were used to show that during the 8 years 
from December 29, 1945, to December 18, 1953, the market prices of 
air transport stocks declined by about 50 percent, while “the market 
composite increased by more than 28 percent, “manufacturing utili- 
ties” stocks increased by over 30 percent. 

TWA’s exhibit A is misleading because it presents only the percent- 
ages of increase or decrease, but does not give the index numbers from 
which these percentages were derived. These index numbers (on a 
1939 base) will now be given to show, first, how misleading exhibit A 
really is, and, second, how the market value of airline stocks have 
registered the investor’s confidence in the profits of the airline oligop- 
oly, despite Government regulation and interference. 


Indexes of weekly closing prices of common stocks on the New York Stock 
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It appears from the above table that the base period (1945) chosen 
by Trans-World for its percentages was at the end of a war during 
which the airlines could not lose money. By the end of 1945, the index 
for airline stocks was 488.5 on a 1939 base of 100. By December 1953, 
the index was 241.1 on the same base. 


LOW PRICES BRING PROFITS 


ACTA has repeatedly pointed out that the failure of the trunklines 
to make money during the immediate postwar period was due to the 
obstinacy with which they priced themselves out of the market. 
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When they finally decided to benefit from the experience of those 
who had “crept in through exemptions,” their profits increased, and 
the market values of their stocks shot up abruptly. Thus, on April 22, 
1955, the index of airline stocks was over 5 times higher than it had 
been in 1939, whereas the “market composite” was less than 3 times 
higher, “manufacturing” stocks less than 314 times higher, and elec- 
tric and gas utilities only about twice as high. 

Looking at the actual operations of the carriers today, this commit- 
tee should decide if the operations of the independent carriers are in 
the public interest and conducive to the best interests of the United 
States. Your aviation study found “persuasive evidence that ground 
has been lost’ because of the existence of independent airlines. Was 
ground lost when the independents proved the economic value of 
reduced coach fares? Was ground lost when the trunklines used coach 
service to better their financial condition? Was ground lost when ex- 
empted carriers developed freight service? Was ground lost when the 
independents were able to serve the national interest and have per- 
sonnel and airplanes immediately available for the Berlin airlift and 
the Korean airlift ¢ 

If the results of the operations of independent carriers are con- 
trary to the public interest, then you should report the bills. If, as I 
believe, these results are in keeping with the American way of life, 
contributing to the national defense, and conducive to sound eco- 
nomic conditions in a vital industry, then, I submit, this committee 
will add an entire new chapter to the pending bills. 


PROPOSED NEW CHAPTER 


That new chapter should recognize the services of the independent 
carriers, classify them as special service carriers, and provide for: 

(1) Grandfather certificates, or licenses, for presently operating 
indepedent carriers; 

(2) The right to operate common carriage trips on at least 14 days 
of each month; 

(3) The right to operate any number of charter trips, without re- 
gard to the origination or destination of such trips; and 

(4) The right to operate charter and military trips through an 
air exchange. 

I recognize that such a section in the Civil Aeronautics Act would 
be opposed by the airline oligopoly; but I can assure this committee 
that such a section would, in practical effect, merely declare the barest 
minimum status the independent carriers need to continue to exist, as 
they have shown they deserve. 

I here present to the committee a visual demonstrative history of 
the independent air carriers during the past several years, and re- 
spectfully request permission to have this included as part of my 
presentation in the record of this hearing. 

Senator Monronrey. Your pamphlet will be inserted in the record 
at this point. 

(The pamphlet referred to is as follows :) 
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Smee DIR CARS. 4B 2:O RT 


CARGO CONCEPTS, as in the case of passengers, long were dominated 
by high rates and low volume rather than low rates for mass use. 


Till after World War I, the scheduled lines flewa little express with the 
mail, along the corridor behind the pilot. They charged as much to fly 
150 pounds coast to coast as fora 150-pound man with baggage, seat, and 
meals. Express has only doubled since the war. 


Air cargo asa whole grew tenfold in 5 years. Despite the world-wide 
airlift lessons of war, the grandfather lines were in no hurry to go beyond 
express. But scores of independents were eager to fly anything anywhere-- 
anything from horses and cows todressesand flowers. They carried not 


just packages, but planeload shipments at planeload rates. 


In 1949, CAB gave all-cargo certificates to 5 independents so they could 
offer scheduled service. But itwas hardto make a living bycargo alone, 
Cargo volume of these lines has droppedinrecentyears. Non-certificated 
cargo has been limited by the ban on regularity. 


Cargo on the scheduled carriers, though a sideline, has increased year 
to year, with the backing of sales forces supported by passenger and mail 
pay. But total domestic cargo declined last year. 


For future expansion of airlift capacity, vital in war and a dynamic aid 
to peacetime progress, more independent innovations are needed. Com- 
bined passenger and cargo operations can pay where cargo can not. 


ACTA's Air Exchange will provide a flexible system of attracting shippers 
and finding return loads when one-way flights are sold, Flight can be 
made more economical by military development and lease of cargo-type 
aircraft to be maintained at private expense as areserve. - 


ARMY CAM DISTRIBUTION 


MILLIONS OF PASSENGER MILES - BY MONTH 


Millions 


60 


Lida PART 45 (cherter) CARRIERS 
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(including one certificated cargo line) 


NON-CERTIFICATED CARRIERS 
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MILITARY AIRLIFT LED BY INDEPENDENTS 


Military traffic of the independents has been growing because it is not limited 
as in the case of civiliantraffic. The lid was lifted for the Korean emergency 
and kept off because the armed forces thus save time and money. 


Troop movements by planeload charter are won by competitive bids between 
scheduled and non-scheduled airlines and groundcarriers. In the past4 years, 
ACTA "'"CAM's" (Commercial Air Movements) saved the Defense Department 
over 20 million dollars, counting the difference from military rail rates plus 
the value of men's time saved by faster transit. 


The above chart shows trendsin ArmyCAM's. The Army isthe biggest source 
of CAM traffic. The other services also participate. 





Note how the total by "large irregulars'' (predominantly ACTA members) and 
Part 45"' charter carriers exceeds scheduled lines 


This is because the scheduled airlines, though larger. are primarily engaged 
in their route services. They put planes into the CAM's when not needed else- 
where. But most independent lines give priority to military work. A single 
movement may use as many as 40 aircraft. 


In Britain, "air trooping" likewise goes mainly to independent lines 
U. S. empty ferrying mileage is minimized by bidding planes nearest to the 


take-off point. Still greater economies canbe realized if ACTA's Air Exchange 
is approved, to generate more return loads. 


Beyond the CAM work, independent lines are engaged in large military con- 
tracts for passengers andcargo. Still larger utilization is in prospect. Great- 
er economy will result. 
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COMBINED TRAFFIC 


A BALANCE between several classes of traffic is essential to the operations 
of the non-certificated airlines. 


Military traffic fluctuates between dull periods and spurts in demand. Civilian 
passenger demand is seasonal. Charter work is upand down. But total traffic 
must be kept fairly steady. 


For companies tolive through the low points, and support organizations ready 
when needed, they must be free to turn from one type of work to another. Big 
expensive planes must be flown enough hours per month to earn their keep. 


An incomplete balance is currently maintained. In domestic troop flights, the 
empty ferrying costs tothe government, downto 27% under the present system, 
could be reduced more if a civilian charter exchange were OK'd for more re- 
turn loads. 


ACTA wants permission for plural charters--more than one group of passen - 
gers or cargo from more than one shipper ina plane, instead of planeload 
charters only -- for added flexibility. 


The ban on foreign passenger service prevents return loads for military con- 
tract flights. The government loses. 


The above chart shows where the deficiencies are, especially in foreign pas- 
sengers and all types of cargo, due to restrictions. 


The scheduled airlines carry mail, express, and passengers in one plane, plus 
cargo plane operations for a more balanced income. 





Independent lines, whose rates are lowest even on the present basis, could 
render still more economical service if needless restrictions were lifted so 


they could strike a better balance. Wider use of air services and the building 
of a bigger airlift reserve would result. 
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A NATIONAL ASSET 


THE COMBINED RESOURCES of the non-certificated airline industry include some 
40 companies that have kept operating despite the many STOP signs. 

They maintain some 150 aircraft with crews, ground organizations, bases and 
maintenance facilities across the country--the equivalent ofat least 5 transport or 
troop carrier wings. 

Their varied flying overall sorts of terrain makes them a ready airliftreserve, 
capable of fast expansion in war or civil emergency. 


All this is without federal subsidy. Rather the taxpayers save by the economy 


of aircoach as compared with other forms of transport. 


TO KEEP AND STRENGTHEN these resources, the record clearly supports these 
steps that can be taken promptly at no cost to the government . 


0 Reaffirm the intent of the Civil Aeronautics Act of 1938 against air monopoly 
and for the entry of new competitive enterprise. 


0 Continue exemption powers to let new enterprises prove their worth. 


0 Give permanent certificates to successful non-certificated airlines without 
crippling restrictions in operating rights. 


0 Allow reasonable frequency of service. The Senate Small Business Com- 
mittee recommended 14 trips a month between any two points. 


0 Permit an air exchange, which Britain found successful, to tap the great 
air charter potential, including overseas passengers and cargo. 


0 Permit "third class service,'' as in Britain, so the masses can fly. 
0 Lease military planes to carriers as an airlift reserve. 


CHANGE "STOP" TO "GO" and watch air progress soar to new heights! 
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STOP SIGNS AGAINST ENTERPRISE 


Mr. Jonnston. Senator, you will notice that we have condensed into 
»robably less space than ever before some of the stop signs that have 
en n applied against the irregular carriers since their inception. 

After they were encour aged to go in through the exemption pro- 
vision as large irregular carriers, no less than 10 or 15 regulations or 
rulings have “been brought into play to drive them out of existence. 

The time is certainly here when a decision is due to do away with 
these stop signs and recognize the true merits and position of the irreg- 
ular carriers. 

If you would turn to page 4 where we show a graph, you will note 
that before the Civil Aeronautics Act came into effect, where I men- 
tioned that the scheduled carriers had encountered some difficulties 
with the Black committee, you will find that their growth up to the 
war period was about the same as the irregular carriers, which is 
shown over in the smaller amount. 

After the war, 1945, when they wanted to increase fares instead of 
reducing them, the overall business of the scheduled airlines dropped 
off for the first time since the act was put into play. 

It might have seemed a natural thing following the war, but you will 
also notice that the irregular carriers thr ough the exemption authority 
had commenced the pioneering of the air- -coach business, and from 
1946 up to 1948, the scheduled carriers had not provided any coach 
service. 

It was only after they were prodded into it by the irregular carriers 
and even the Civil Aeronautics Board that they commenced to provide 
some coach service. 

They did not even recognize the full possibilities of the coach serv- 
ice or the vast potential that was there to be tapped; and it was several 
years after the irregular carriers began to make a showing before they 
expanded their coach service. 


AIR-COACH POTENTIAL 


In expanding their coach service, it had a favorable effect on their 
other first-class service, bringing it up along with the coach business; 
but the prodding came really from the competition given by these car- 
riers exempted when they proved that, as you will see on the next 
chart over, there was a terrific potential for low-class air-coach service. 

This chart shows that at this particular time, 1953, the scheduled 
airlines had penetrated the first-class market to a very large extent, 
and the black portion represents only the short-haul rail-passenger 
business that does not lend itself to movement by air. 

So, you see the big potential is in the bus and rail coach market, 
as well as in the private auto market down below. 

Belatedly the scheduled airlines realized that the irregulars had 
come in with something good, and it was then that all of these stop 
signs or restrictions that you see were imposed on the irregulars to 
prevent their growth. 

I hope you gentlemen find time to look that over at your leisure. 


BILLS 





ARE RESTRICTIVE 


I understand that each of the bills you are considering pretends to 
give the independent carrier a place in the business; but only as an air 
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contractor. That is not the place for the independent carrier as we 
know him today. 

If you want to recognize and preserve this group of carriers—the 
“veast” which gave rise to the air-coach and airfreight service now 
available to the public—the reservoir of trained crews and ready air- 
planes which made possible the Berlin and Korean airlifts—the fleet 
of airplanes which every day provides commercial air movements for 
the military—if you want to preserve the industry, you cannot, like 
legendary Procrustes, lop off the arms and the legs to fit this industry 
into the preconceived bed of an air contractor. 

Our association urges, too, the adoption of amendment C. That 
amendment will clarify the original intent of Congress that carriers 
who operate successfully under an exemption shall be certificated. 
However, the amendment as written does not make it clear that the 
Board could deny an application requesting mail service, if subsidy is 
involved. I personally believe that the act should be amended in such 
fashion that subsidies are granted on some basis other than the car- 
riage of mail. 

However, amendment C could easily be changed to read “The Board 
shall issue a certificate authorizing the whole or any part of the trans- 
portation covered by the application,” and insert, “except the transpor- 
tation of mail, unless it finds,” and so forth. 

In letters of August 6, 1951, from the Acting Secretary of the Air 
Force to the Chairman of the Interstate and Foreign Commerce Com- 
mittee (Senator Edwin C. Johnson, Democrat, of Colorado) , and letter 
of March 28, 1952, from the Acting Secretary of the Air Force to 
Congressman John W. Heselton (Republican, of Massachusetts), the 
Defense Department opposed limiting applicants for subsidy to “car- 
riers holding a certificate authorizing the transportation of mail by 
aircraft,” on 1 the grounds that such a ‘limitation would arbitrarily ex- 
clude operators of planes of types extremely useful to the military in 
event of war. 

S. 1119, page 17, line 21, and S. 1119, amendment 3-23-55—E, page 
4, lines 12-13, perpetuate the very limitation which the Defense De- 
pi artment has opposed. 

There exists a dangerous deficit between the amount of airlift 
needed by the military for M-day and what is on hand now. S. 1119 
and S. 308 make no contribution to the airlift preparedness problem. 
Their subsidy provisions run counter to the written recommendations 
of the Defense Department and their net effect would be to reduce—not 
increase—the amount of airlift available for war by the very fact that 
they would put out of business a large part of our non- -subsidized air- 
line industry, the independent Air Carriers. 

These carriers transported more supplies for the military in support 
of the Berlin and Korean airlifts than did the airlines who have been 

receiving $60 million a year of gifts, or subsidies, from the Federal 
Government. 

In two successive reports the Senate Select Committee on Small 
Business recommended greater opportunity for new competitors in 
the air transportation industry. This objective could very well be 
carried out by the commendable amendment No. 3-23-55—C (amend- 
ment intended to be proposed by Mr. Magnuson to S. 1119), if this 
amendment were enacted by itself and without being offset by a lot 
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of other legislation. We strongly recommend that the purpose of the 
Civil Aeronautics Act be amended, as amendment No. 3-23-55—C 
would do, to include: 

The encouragement and development of a competitive air transportation sys- 


tem properly adapted to the present and future needs of the foreign and domestic 
commerce of the United States, of the postal service, and of the national 


defense. 

We strongly support also amendment, March 23, 1955—C, page 2, 
line 20, through page 3, line 2, directing the CAB to issue certificates 
unless it finds applicant is not fit, willing, and able to perform such 
transportation properly and to conform to the provisions of the act. 

We have only one minor suggestion to make to this amendment, and 
that is to strike the word “traveling” on page 2, line 12. In that 
section the purpose of the Civil Aeronautics Act is amended to include 
“competition to the maximum extent consistent with the economic 
characteristics of the industry, giving full recognition to the benefits 
derived from the certification of new competitive carriers in promot- 
ing the sound development of an air transportation system meeting 
the needs of the traveling public.” Our only comment is that besides 
the traveling public, consideration should also be given to the cargo- 
shipping public. 

Therefore, we suggest striking the word “traveling.” This amend- 
ment, then, is the only legislation being considered by the committee 
today which would, in our opinion, assist in meeting one of the big 
postwar problems of civil air transportation. However, if amendment 
March 23, 1955—C were enacted together with the rest of S. 1110, 
the above-quoted statement of purpose of the Civil Aeronautics Act 
would appear to be contradicted, in part at least, by lines 12 and 13 
of page 7 of S. 1119, emphasizing the need “to avoid the impairment 
of sound economic conditions in air transportation.” 

The committee, we hope, will lean toward the traditional American 
objective of wider entry by new companies into industry and away 
from the restrictive and monopolistic concepts so frequently urged 
upon Congress by the privileged few. 


LICENSES OR CERTIFICATES? 


Proceeding further along S. 1119, we are struck by the apparent 
contradiction between the licensing system set forth in S. 1119, pages 
20 through 32, and the direction contained in amendment, March 23, 
1955—C, for the issuance of certificates to the maximum extent pos- 
sible unless found contrary to the public convenience and necessity. 

Is it to be licenses or certificates for our members? The bill does 
not seem quite clear. What is clear, however, is that the death sentence 
of our industry is found in the provision on page 19 of S. 1119 that, 
“notwithstanding any other provision of law”—a very sweeping type 
of language which obviously overrides any other provisions in this 
bill or in existing law—‘any exemption issued under section 416 of 
the Civil Aeronautics Act of 1938, as amended, which would be pro- 
hibited by this paragraph, if not previously terminated by the Board 
in the course of proceedings under this act, is hereby terminated 1 year 
after the date on which this section becomes effective.” 

If this passes, Congress would in effect be saying to us: “You are 
automatically out of business 1 year from now, unless by the merest 
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chance you can sell the CAB on issuing you a certificate—a procedure 
which usually takes 3 or 4 or 5 years—or on giving you a license 
in which case you would be whittled down to contract service only, 
which forms only a minor part of your present business.” 

The licensing system envisaged in S. 1119 would obviously cut the 
independent carriers down to only the minor part of our present busi- 
ness which is contract service. The assurance on page 20 of S. 1119, 
lines 17 through 20, of S. 1119 that if we apply for a license for this 
limited contract servic e, we could continue to operate pending dis- 
position of the application by the CAB, appears to be contradicted 
by the overriding provisions on page 19 concerning termination of 
our present operating authority “notwithstanding any other provision 
of law.” 

So if this were enacted into law as drafted, it is not at all certain 
that any of our members could ever get a license, and if they did get 
a license, they would be able to do only a minor part of the business 
that they are now doing. 

That is bad enough; but there are further restrictions on the licenses 
which make the future business of our members under such a system 
even more limited. The CAB is able to tell us “the type of aircraft 
to be utilized,” S. 1119, page 21, lines 2 and 3. We note immediately 
that no such restriction is imposed upon the scheduled airlines. 

By contrast, not only are the scheduled airlines free to select the 
type of plane they think best for their operations, but they are also 
to receive, under S. 1119 Government subsidies to pay for the intro- 
duction of new and improved types of commercial aircraft. This is 
on page 15, lines 17 and 18 of S. 1119. 

This is a totally new purpose of subsidy. This means that while 
a scheduled airline member of the Air Transport Association could 
go to the XYZ manufacturing company and buy a brand new pas- 
senger or cargo plane and have it at least partly paid for by Govern- 
ment subsidies, an airlines in our association would get no subsidies 
at all and might indeed be prevented from even using its own money 
to purchase an equally good airplane. 


HOBBLING OF CONTRACT SERVICE 


Here is another example of an unnecessary restriction of the 
licenses: The CAB is directed to specify “the maximum number of 
shippers” >and “the commodity or commodities authorized to be trans- 
ported.” This is in Senate bill 1119, page 21, line 3, and page 22 
through page 23, line 2. 

Obviously, restrictions such as these completely hobble any con- 
tract service. In the contract cargo business, for example, a business- 
man does not know in advance how many shippers there may turn out 
to be and certainly does not know all the commodities that it may 
turn out to be advantageous to fly. Things like that are discovered 
suddenly and quickly, and the contract cargo operator must be able 
to make a firm commitment on the spot with the ne »wly discovered 
shipper, or for carriage of the newly discovered commodity. 

But under S. 1119 he could not make such a commitment ; he might 
have to go to the Civil Aeronautics Board to get his license amended 
so he could serve an additional 20 or 30 companies that ship com- 
modity X, or he might have to have his license further amended so 
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that commodity X was included in the list of commodities specified 
in the license. 
Anyone with the slightest experience in dealing with the Civil 
Aeronautics Board would know that amendments such as those which 
would be required to the licenses could not possibly be secured in 
time for the contract cargo operator to make a deal which would be 
of any advantage to the “businessman shipping commodity X. 
Therefore, S. 1119 says to our nonsubsidized nonscheduled industry : 
“You must keep out of the common carriage business and confine your- 
selves to contract carriage; but it is all right for the common carriers 
to go in at any time into that part of the ‘contract business which has 
proven to be the largest.” We are supposed to keep out of their terri- 
tory, but they are not supposed to keep out of ours. 


MAIN CONCLUSIONS 





In conclusion, we feel that enactment of either S. 308 or S. 1119 
would do more harm than good to the air-transport industry as a 
whole, and that these bills fail to answer the critical postwar prob- 
lems of aviation. 

The only part of this proposed legislation which we in good con- 
science can endorse as carrying out the stated purpose of the Small 
Business Committee is ame ndment. March 23, 1955—C, providing for 
greater competition and for issuance of certificates unless the Board 
finds the public convenience and necessity will not be served. 

Passage of this amendment, and this amendment alone, would bring 
about greater entry into the field of air transportation and would 
increase the amount of airlift available to the military in the event 
of war. 

Senator Monronry. Thank you very much for your statement. I 
wonder if we have any questions. 

Senator Breie. I have none, Senator. 

Senator Scuorrret. I have no questions. 

Senator Monroney. Do you have a statement showing the number 
of independent airlines that are members of the associ iation 2 

Mr. Jounston. Yes, Senator; it is in the map in the back of this 
pamphlet. It shows not only their names but their locations. The 
key beside the names indicates whether they are members of our asso- 
ciation and what the recommendation is for their future, in the 
pending omnibus proceeding before the CAB. 

That shows all of the irregular carriers, whether they are members 
of our association or the other irregular association. 

Senator Monroney. In other words, this summary shows about 40 
companies now operating ? 
Mr. Jounston. Forty-six, thirty-three of which are members of 

ACTA; yes, sir. 

Senator Monroney. With some 150 aircraft ? 

Mr. Jounston. That is correct, sir. 

Senator Monronry. What type of aircraft is the most general ? 

Mr. Jonnston. The greatest lifting capacity is in DC-4- type air- 
craft. It is about an even breakdown between DC-4, C-46, and DC-3 
aircraft; but a great many of them, because of the larger carrying 
capacity, are the DC-4’s. "In addition, one of our member carriers 
operates latest model DC-6B’s 
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Senator Monroney. Are most of those owned or are they leased or 
chartered by these airline companies? : 

Mr. Jounston. Some few of them are leased ; but since we appeared 
here last year, the leases expired on most of the C-46’s that had been 
leased from the Air Force; the airplanes were sold to the operators 
by the Air Force; and the operators are now in process of buying 
them from the Air Force. 

They are mostly owned. 

Senator Monronry. We will insert your tables at this point in the 
record. 

(The above-mentioned document is as follows :) 


TABLE I.—Comparison of profits of trunk airlines with profits of American 
industry (1949 to September 1953 )* 
enfite roe a Profits of all United States 
{ Profits of trunk airlines industrial corporations 
Before After | Before After 
deduction of | deduction of | deduction of deduction of 
income taxes | income taxes | income taxes income taxes 


Millions | Méillions Billions Billions 
$24. 6 | 3 $17.3 | $28 $17. 
62. 6 34.0 | 40) | 2: 
pc niaabeah hducdnteermibe whit 2 owe 105. § 46.0 | 44 
in tkanaoee ; i eebalauumen maimed’ 95 45.8 | 39 
Sept. 30, 1952, to Sept. 30, 1953_._....- é 46.0 43. £ 


1 Before deduction of interest. 
2 On domestic operations only. 
* After deduction of ‘“‘provision for income taxes.”’ 


Source: Trunk airline data from the Civil Aeronautics Board; data for all United States industrial corpora- 
tions from Survey of Current Business, U. S. Department of Commerce. 


TABLE II.—Returns on invested capital of regulated companies based on profit- 
and-loss accounts for 1950 and balance sheets as of Dec. 31, 1950* 


Internal Revenue data 

7 CAB 
Air trans- data trunk 
portation airlines 
and allied 

services 


All trans- 
portation 
} companies 


All public 
utilities 


Number of companies F 22, 973 | 17, 050 698 


Millions Millions Millions 
Net worth : $40, 748 | $20, 496 $421 
Debit ?___ a ; 29, 797 | 12, 591 206 
Total invested capital_--. 70, 545 33, 087 
Profit ‘ 4,312 , O72 
Interest YSO 453 
Return ! 5, 292 2, 525 
Income tax. . 1, 753 860 


Return after tax ! 3, 53 1, 665 


of return on invested capital (percent) 


Before tax ) 7.6 
After tax..... Ricca aed : 5. 5.0 | 


1 Returns both of stockholders and bondholders, noteholders, etc., i. e., profit plus interest. 
2 Interest-bearing debt. 
3? Domestic and international operations combined. 


Source: Treasury data for “‘all public utilities,’’ ‘‘all transportation companies,”’ and for ‘‘air transporta- 
tion and allied services” from Press Service No. H-303 p. 15, Nov. 17, 1953. CAB data from recurrent reports 
and basic schedules. 
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TapLe IIl].—Return (profit plus interest) on total investment (net worth plus 
debt) 


for domestic and foreign operations of trunk airlines for year ended 


Sept. 30, 1953 
















































































































































80, 


Big Four 
Other trunks 


come taxes taxes 
i aD TS aa, ath | * ce | a 
| Millions Millions _| Millions | Percent Percent 
heniiedtiennbeascn 1 $274 $87 $41 | 32.0 15. 0 
silat innaiseeniat 198 27 16 | 27.6 16. 3 


—_-- _—_— 


Total trunks 


Big Four. 
Other trunks 





Do- For- | 
|} mestic | eign 


4 

Mil- | Mil-. | 

lions lions | 

Big Four a tiasiatteaiite sie cma an $47.4 | 
Otper trusks._............. 125. 5 19.3 
Total trunks.........- 500. 3 66.7 


Investment ! | 








Total 
Mil- | Mil- 
lions lions 


$422.2 | $85.0 | 
144.8) 24.5] +e 





567.0 | 109.5 


Reported net income 2 


After deduction of income taxes 





plus 





| Do- For- | Inter-| inter- 
| suastio | eign Total 


est 2 est) 









Mil- 


mil- | Mil- | Mil- 
lions i 


lions lions 














$2.3 | $87.3} $5.1] $92.4 
26.5) 22) 28.7 
113.8) 7.3] 121.1 





Return 
_| (profit 


Rate 


Per- 

cent 
21.8 
19.8 
21.3 





Net worth 





Reported net 
before in- 
come taxes 


1 rae rly Report of Air Carrier Operating Factors, CAB, pp. 16, 45. 
§Idem, pp. 33, 35. 





TaBLe I1V.—Return of stockholders of domestic trunk airlines on their equity 


(net worth) from their domestic and foreign operations for year ended Sept. 
1953 


Return on net worth 


Income or 
loss after | 


| income taxes} Beforein- | After income 





Total trunks_-.....--- 1 372 | 





Year ended Sept. 30, 1952 














ae 
ida hse as 3 $239 77 | $35 32. 2 
tt ciciteiliannatadn temas 289 16 | 8 | 18.0 

motel Gh... «cco cennsss 2 328 . 93 | 43° 28. 4 | 



































































1 Quarterly 


? From balance sheets, which include foreign 
Tune 30, 1952; Dec. 31, 1952.) 


Report of Air Carrier oie rating F 


actors, CAB, Sept. 30, 1953, pp. 16, 33, 45. 


1 investments. 


(Average of three balances: Jan. 


TABLE V.—Returns of stockholders on their equity (net worth) for 


manufacturing industry and airlines 












23 groups of manufacturing corporations 
Trunk airlines 


[Percent] 


Source: Federal Trade Commission and CAB data from recurrent reports and basic schedules. 





15. 3 


13. 1 


1, 1952; 


Before deduction of | After deduction of 


income taxes, year 


income taxes, year 


ending Sept. 30 ending Sept. 30 





1952 1953 1952 
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Senator Monroney. Thank you very much, Mr. Johnston, for your 
‘courtesy in appearing here today. 

The committee will recess until 10 o’clock tomorrow morning. 

(Thereupon, at 11:55 a. m., the committee was adjourned to recon- 
vene at 10 a. m., Friday, April 29, 1955.) 
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FRIDAY, APRIL 29, 1955 


Untrep Strares SENATE, 
CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
SUBCOMMITTEE ON AVIATION, 
Washington, D. C. 

The subcommittee met, pursuant to adjournment, at 10:10 a. m., in 
room G-16, United States Capitol, Senator A. S. Mike Monroney 
(chairman of the subcommittee) presiding. 

Present: Senators Monroney, Bible, and Schoeppel. 

Also present: Edward C. Sweeney, aviation counsel. 

Senator Monroney. The Subcommittee on Aviation will be 
session. We have several witnesses today. 

If it is convenient for them to now testify, I would like to hear from 
Dr. Charles Anderson, who is president of the Interchurch Transpor- 
tation Committee, Presbyterian, of Philadelphia, Pa. 

We are very happy to have you before the committee, Dr. Anderson. 
We appreciate your coming down. 

Dr. Anperson. Thank you, Mr. Chairman. 


Senator Monronrey. You may proceed with your testimony in your 
own manner. 


STATEMENT OF DR. CHARLES ANDERSON, PRESIDENT, INTER- 
CHURCH TRANSPORTATION COMMITTEE (PRESBYTERIAN), 
PHILADELPHIA, PA. 


Dr. Anperson. Thank you, Mr. Chairman. 

Our Interchurch Transportation Committee appreciates the oppor- 
tunity of appearing and testifying before the Senate Committee on 
Interstate and Foreign Commerce on bills, S. 1119, amendment D, and 
S. 779 to amend the Civil Aeronautics Act of 1938 to permit airlines 
to grant free or reduced-rate transportation to ministers of religion. 
The Interchurch Transportation Committee was organized about 30 
years ago and now represents 22 denominations with a combined mem- 
ber ship. of more than 60 million church members. 

The purpose of the Interchurch Transportation Committee is to 
coordinate the relationship of ministers of religion with the railroads 
and other carriers in order to reach as many people as possible and 
build up their spiritual resources. 

The railroads have long recognized the importance of religion in 
community life. Back in 1871 the Union Pacific donated building 
lots for churches in a number of towns like Laramie and Cheyenne, 
Wyo., because they believed that religious life would stabilize these 
new communities. Since the Second World War hundreds of new 
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communities have sprung up in various parts of the country as a result 
of the e xpansion of indus try and the migration of the people. They 
need the spiritual he P. of re ligion. 

Furthermore, Mr. Chairman, we recognize that the prosperity of 
the country is bound ra with the prosperity of the airlines. We are 
also aware of the fact that the permanent welfare and prosperity of 
the country depends on the inaeity and plas il resources of the 
people. Thousands of ministers are daily exerting an influence 
through preaching and personal contacts to increase the faith of the 
people in God and their responsibility to Him. We believe that coop- 
eration between the airlines and ministers will have mutual benefits. 

Since the airlines have expressed some misgivings about free or 
reduced rates for ministers of religion, we should like to clarify a few 
yoints 

We believe that reduced rates to ministers will bring increased 
business and revenues to the airlines without making it necessary to 
increase present personnel or equipment. Executives of about 10 

denominations who are now flying 8 million miles annually would 
more than double that amount if rates were reduced. 

2. We believe reduced rates can bring more business and increased 
revenue to the airlines because they can tap an entirely new market 
consisting of church members. Since people follow the example of 
leaders, church members would follow ministers who fly. Since more 
than 100,000 persons attend national church conventions annually, at 
least one-half of whom are laymen who pay full fare, many groups 

would charter planes and others fly individually. Out of 88 million 
church members several million would eventually be influenced by 
their ministers to fly. 

The airlines could avoid many problems of ministerial travel by 
defining a minister as the Internal Revenue Bureau defines him, 
namely: a person who performs sacerdotal functions, one who admin- 
isters the sacraments, marries people, and buries the dead. This would 
eliminate a number of fringe groups who would not qualify under 
such a definition. 

The airlines could reduce to a minimum the paperwork involved 
in clergy rates by an adaptation of the air travel credit card which is 
now used by a number of organizations. Under such a system a min- 
ister desiring to fly would make a guarantee deposit of $425 or join 
a church group which would certify him and assume responsibility 
for the payment of his bills. His credit card could be marked “Clergy.” 

5. We believe that the passage of this bill will not open the way to 
—_ numbers of other groups who are contributing to character 

levelopment in this country. The experience of the railroads in the 
pas tt 70 years bears out this fact. Ministers of religion are in a class 
by themselves because they are constantly emphasizing faith in God 
from which moral standards arise. 

As the Ten Commandments with their moral precepts developed out 
of faith in God many years ago, so the maintenance and spread of 
moral standards in our generation depend for their inspiration on faith 
in God. Ministers are unique in emphasizing that faith in God is the 
foundation of personal and community life. 

To recapitulate, American ministers of religion are earnest men with 
a job todo. They want to reach as many persons as possible to bring 
to them the inspiration and spiritual power of religion. Faith in God, 
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nd the quality of life which springs from that faith is America’s 
oreatest bulwark against communism. 

Gentlemen, we believe the airlines in providing reduced rates will 
iccomplish the following things: (1) Will increase business and rev- 
enue with the use of present personnel and equipment; (2) will open 
up flying to many more church people; (3) can eliminate fringe 
groups by definitely determining what persons qualify as ministers; 
(4) could reduce paperwork by adjusting the use of credit cards; and 
(5) could limit special rates to ministers alone as the developers of 
\merica’s spiritual strength. 

We hope your committee will reeommend amendment D for passage 

ry the Senate. 

Senator Monronry. Thank you very much, Dr. Anderson. Did 
vou have any questions, Senator Bible ? 

' Senator Brete. No questions, thank you. 

Senator Monronry. Senator Schoeppel ? 

Senator Scnorpret. No, Mr. Chairman. 

Senator Monronry. Your proposal is that it will be merely permis- 
sory for the airlines, if they choose, is that correct ? 

Dr. Anperson. Yes, they would determine that themselves. 

Senator Monronry. Do the railroads grant free passage or is it at a 
reduced rate or is there a difference between one railroad and another 
railroad ? 

Dr. Anperson. The western railroads, west of Chicago, grant pas- 
sage to a limited number of field workers of the churches in order to 
enable them to reach out into widespread communities. 

Otherwise, ministers are allowed to have a reduction of 50 percent 
on most of the railroads. I think the southern railroads allow a one- 
third reduction. 

Senator Monronry. And the western and eastern you say allow 
one-half? 

Dr. ANpERSON. One-half, that is right, sir. 

Senator Monroney. Is that general with all railroads, or do some 
do it and some do not? 

Dr. Anprrson. Practically all the railroads are in the various 
groups. 

Senator Monronry. Did you have any questions, Mr. Sweeney ? 

Mr. Sweeney. No, Mr. Chairman, but I would suggest that you 
might make a part of the record a letter from the Civil Aeronautics 
Board dated April 29, in which the Board opposed S. 779, a bill iden- 
tical to amendment D, which is what Dr. Anderson is testifying in 
favor of. In addition, the Civil Aeronautics Board is opposed to this 
amendment for the reasons given in this letter. 

Senator Monroney. That will be made a part of the record at the 
conclusion of these witnesses rather than put in here. 

Thank you very much, Dr. Anderson, for your kindness in coming 
before us. 

Dr. ANperson. Thank you, sir. 

Senator Monroney. The next witness will be Mr. Robert Lewis, 
transportation director, Disciples of Christ, of Indianapolis, Ind. 

Mr. Lewis, thank you for coming down and giving us the benefit of 
your views. 

You may proceed with your remarks. 


62505—55——15. 





230 CIVIL AERONAUTICS ACT AMENDMENTS OF 1955 


STATEMENT OF ROBERT LEWIS, TRANSPORTATION DIRECTOR, 
DISCIPLES OF CHRIST, INDIANAPOLIS, IND. 


Mr. Lewis. Thank you, Mr. Chairman. Today I appear before you 
representing the Disciples of Christ Churches, which includes nearly 
2 million members. I would like to say that locally, we are known 
as the Christian Church. Technically, we are known as the Disciples 
of Christ. I have had the privilege of serving the past 3 years as a 
member of the Interchurch Transportation Committee composed of 
22 church groups. The Disciples of Christ Churches would appreciate 
your sincere consideration of this legislation, amendment D of Senate 
bill S. 1119, sponsored by Senator Magnuson. 

The leaders of our religious body strongly favor this permissive 
legislation which would allow the individual carriers, if desired, the 

right to offer free or reduced air fare toclergymen. It is the opinion 
of lay members within our churches who have spoken up on the sub- 
ject that the religious life of our United States is of such importance 
at this time in the world history that every effort should be made to 
bring the benefits of religion to ail parts of the country. 

The legislation before you would make possible a greater mobility 
of clergy, providing that the air carriers themselves desired to reduce 
fare to those who qualify as ministers of religion. 

In 1949 a major air line agreed to offer a reduced air fare for clergy 
travel, but such move was halted by action of the Civil Aeronautics 
Board which ruled that under the present law such a reduction was 
not allowable. The legislation before you would make such a reduc- 
tion permissive and allow the individual carrier the right to make 
direct negotiations with religious representatives which would lead 
to proper and efficient administration of such reductions. 

The airline industry is obviously satisfied that the air-tourist pro- 
gram of reduced rates, inaugurated some years ago has proved to be 
financially sound. As a matter of fact, Mr. R: alph S. Damon, presi- 
dent of Trans World Airlines said recently before the New York 
Society of Security Analysts that TWA has sharply increased its 
air tourist services. Tourist service now accounts for about one-third 
of the industry total, he said. 

Any argument that a rate reduction to*the clergy would mean a 
loss in revenue is obviously not in line with the publicity presently 
being released by the industry regarding air tourist, vacation plan, 
family plan, on Monday, Tuesday and W ednesd: Ly. 

It is our firm belief, based on the handling of transportation among 
the clergy that a rate reduction would mean an immediate increase 
in travel by local, State and national religious leaders, such travel to 
include a high percentage of new business and not necessarily a trans- 
fer from some other mode of transportation. 

During the past year I have done considerable traveling by air, 
and to my knowledge I have not traveled on a plane filled to capacity. 
In most cases I found the load factor considerable less than the 65 
percent average figure published by the Big Four (TWA, Eastern, 
American and United). Last week I traveled by TWA from In- 
dianapolis to St. Louis, and there were only four passengers aboard 
including the hostess. 
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Many of our executives in missionary societies, church extension 
boards, benevolent associations, have indicated that they would sub- 
stantially increase their travel if the rates were reduced on the airlines 
to the point where their church organizations would endorse such 
travel as financially within reach of their budgets. 

The present air tourist schedule is, in most cases, not too satisfac- 
tory for a clergyman who is expected to often put in 12 to 15 
hours a day, inc ‘luding sermon engagements, and cover considerable 
territory at the same time. Many contacts are denied the church 
because of the time element in traveling by other means of transpor- 
tation. 

| had opportunity to review the file of correspondence available in 
the office of Mr. Sweeney on this amendment D, 8. 1119. The file con- 
tained a letter from the Civil Aeronautics Board, such letter listing the 
exemptions from the tariff rate which had been refused by the CAB 
during 1953-54. I had previously reviewed the list on file in the House 
which listed all exemptions denied since 1938. On the list were re- 
quests which to you and me might appear to be justifiable. 

The fact that such requests were refused was meant to be, I assume, 
an indication of how strict they were in protecting the interest of the 
airlines. However, no mention was made of the thousands of exemp- 
tions which have been granted travel agents and brief reference was 
made to employees of the airlines (and their families). 

It is my understanding that most travel agents, at the present, re- 
ceive approval for two requests annually for a 75 percent reduction 
in the rate. Until approximately 18 months ago such exemptions were 
for free transportation. Many of the major ‘airlines allow their em- 
ployees and families to fly a certain number of free miles annually 
depending upon the months of service of such employee. 

Undoubtedly the airlines agree that this is good business and we 
most certainly concur. I would like to point out, however, that the 
strict policy indicated in the list of exe mptions denied 1s but a small 
percentage of the total number of exemptions considered. 

I would like to say, Mr. Chairman, that I have requested from the 
Civil Aeronautics Board a list of exemptions which they have granted, 
and when I receive such list, if it would be of interest to the com- 
mittee, I would be happy to share it with you. 

Senator Monroney. I would be glad to have you give it to Mr. 
Sweeney, if our hearings are not closed. 

Civil, AERONAUTICS BOARD, 
Washington, D. C., May 5, 1955, 


Mr. CHARLES A. ANDERSON, Chairman 
Interchurch Transportation Committee, Philadelphia, Pa. 

DEAR Mr. ANDERSON: We have your telegram of April 26, 1955, requesting a 
list of exemption requests for free or reduced-rate transportation which were 
granted or denied by the Board. 

A list of the exemptions granted and denied during 1954 is enclosed. Such 
actions were taken pursuant to individual requests of air carriers for relief from 
the provisions of section 403 (b) of the Civil Aeronautics Act of 1938, as amended, 
which prohibits the carriers from furnishing free or reduced-rate transportation 
to persons other than those specifically named therein. You will note that the 
exemptions granted were limited to those requests for authority to furnish free 
transportation to technical personnel of manufacturers of aircraft or aircraft 
parts for the purpose of in-flight observation. All such exemptions were granted 
upon the representation of the carrier that it was necessary to have in-flight ob- 
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servation by technical personnel in order to promote safety and reliability of op- 
erations in connection with new types of aircraft or parts. 

Part 223 of the Board’s Economic Regulations provides a means whereby car- 
riers engaged in overseas and foreign air transportation may make special ap- 
plication for permission to furnish free or reduced-rate transportation of a type 
not specifically provided for in the statute. In each case the application must 
originate with the carrier and must include a statement that the carrier is willing 
and intends to furnish the transportation if authority to do so is granted by the 
Board. The authorization of free or reduced-rate transportation pursuant to this 
regulation has been limited to technical in-flight observation, inaugural flights, 
and those special cases appearing to be in the national interest because of the 
particular circumstances connected with the individual application and which 
usually are endorsed by the United States Department of State. Section 403 (b) 
limits the applicability of the above regulation to overseas and foreign air 
transportation. 

We hope that this satisfactorily answers your inquiry. 

Sincerely yours, 
JosePH H. FiTzGERALp, 
Director, Bureau of Air Operations. 


EXEMPTION REQUESTS FOR FREE OR REDUCED-RATE TRANSPORTATION GRANTED 
DuRING 1954 


Order No. E-8084, February 8, 1954 

Technical employees of Douglas Aircraft Co., Wright Aeronautical Corp., Ben- 
dix Aviation Corp., Hamilton Standard Propeller Co., and AiResearch Manu- 
facturing Co. for the purpose of in-flight observation for 6 months, Delta Air 
Lines, Inc. 


Order No. E-8363, May 21, 1954 
Technical employees of Lear, Inc. for the purpose of in-flight observation of 
Lear L—5 auto pilot, for 90-day period, Braniff Airways, Inc. 


Order No. E-8746, November 8, 1954 
Technical personnel of Sperry Gyroscope Co., for the purpose of in-flight ob- 
servation aboard Douglas DC-7 aircraft for 6-month period, United Air Lines, Inc. 


EXEMPTION REQUESTS FOR F'REE OR REDUCED-RATE TRANSPORTATION DENIED 
DurRING 1954 


Order No. E-8186, March 26, 1954 
Airmail and postal clerks of the Post Office Department from various stations 
served by Mohawk Airlines, Inc., to Ithaca, N. Y., to participate in conferences 
designed to increase mail traffic. 
Orders Nos. E-8569, E-8570, E-8571, and E-8572 of August 18, 1954 
Applications of American Airlines, Inc., Delta Air Lines, Inc., Trans World 
Airlines, Inc., and United Air Lines, Inc., respectively, for authority to grant 
reduced-rate transportation to members of the American Society of Travel Agents 


attending a convention in San Francisco. 

Mr. Lewis. The Interchurch Transportation Committee, of which 
the Disciples of Christ and their 8,000 churches hold membership 
through cheir transportation director, fully realizes that should this 
legislation become law, and should an airline agree to reduce fare, 
there arises the problem of determining who is a minister of religion. 

We believe this does not present an insurmountable problem and 
that the solution lies within the present air travel card system being 
used by the airlines. We certainly believe that in administering a 
rate reduction to ministers of religion the Interchurch Transportation 
Committee could be of such assistance that the administration would 
be without difficulty and without sizable additional paperwork. 

Further, in administering any possible rate reduction, we believe 
it would be quite acceptable to restrict such rate reduction to flights 
operating on specific days, such as is being done under the present 
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family plan. Ministers of religion would have the benefit of the more 
efficient first-class schedule, but would gladly assume the responsibility 
of traveling when the load factor was other than at its peak. 

The feeder airlines would benefit the most in any rate reduction 
to ministers of religion. However, since these smaller airlines are 
poeta being subsidized by the Gov ernment, it would be satisfactory 
to the Dise iples of Christ if such free or reduced fares were allowable 
only on airlines not receiving Federal subsidy. 

In essence this would mean TWA, American, United, and Eastern 
Air Lines and six others. The nonsubsidized airlines, as I understand 
it, handle 92 percent of the business. This would remove any question 
of the “separation of church and state.” However, it is our opinion 
that these feeder airlines, with the lowest load factor, would benefit 
the greatest since any additional travel would be at a minimum of 
expense. 

It is my firm conviction, as a businessman working for the church, 
that the increase in travel resulting from a rate reduction would mean 
a profitable increase in revenue to the air carriers. Our ministers 
would fulfill more local church commitments than at present. We 
heartily endorse this permissive legislation and respectfully request 
your approval of amendment D to 8, 1119, omnibus aviation bill. 

Senator Monroney. Thank you very much, Mr. Lewis, for your 
helpful statement. 

Senator Bible, do you have any questions ? 

Senator Bratz. No, I have no questions. Thank you. 

Senator Monroney. Senator Schoeppel ? 

Senator Scuorrre.. I have no questions. Thank you. 

Senator Monronry. In defining a “minister of religion,” would you 
agree with Dr. Anderson that that would be limited to ordained minis- 
ters who give sacramental rites? 

Mr. Lewis. Yes, sir. 

Senator Monroney. So that it would not be available to ordinary 
business people associated with churches. There is some language, 
I believe, in your testimony, and also in Dr. Anderson’s to indicate 
that board members and others than ordained ministers might be 
included. 

Mr. Lewis. Our reference to board members refers to ministers 
only. I am sure all board members are of the clergy. In discussing 
this with the Internal Revenue Department, they have a strict defini- 
tion: The performing of the functions mentioned by Dr, Anderson. 

Senator Monroney. It, therefore, would limit it only to ordained 
ministers ? 

Mr. Lewis. Absolutely. 

Senator Monroney. Thank you very much for your courtesy in 
coming here, Mr. Lewis. 

Mr. Lewis. Thank you. 

Senator Monroney. Mr. Hoge, vice president, Interchurch Trans- 
portation Committee (Methodist) will be our next witness. 

Mr. Hoge, we are very glad to have you with us, and you may pro- 
ceed in your own way. 
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STATEMENT OF JAMES B. HOGE, VICE PRESIDENT, INTERCHURCH 
TRANSPORTATION COMMITTEE (METHODIST) 


Mr. Hoce. Thank you, sir. 

Mr. Chairman and gentlemen of the committee, my name is James 
B. Hoge, and I am the director of the transportation bureau of the 
Methodist Church, and vice chairman of the Interchurch Transporta- 
tion Committee. 

The Interchurch Transportation Committee is composed of the 
transportation directors of religious bodies with a total membership 
of over 62 million. I am appearing here today to give you informa- 
tion regarding the proposed amendment to the Civ il Aeronautics Act 
of 1938, which would permit airlines to grant free or reduced rate 
transportation to ministers of religion. 

The Civil Aeronautics Act of 1938 states that the airlines may grant 
free or reduced rate transportation only to specifically named groups. 
“Ministers of religion” is not one of those groups. A number of air- 
lines in recent years have wanted to grant this assistance to the 
religious work of our country and have been unable to do so because 
of the provisions of the above act. 

Granting permission is not the same as forcing a company to com- 
ply. The : airlines would act only if they felt it desirable to do so. If 
some of the airlines granted this assistance to the churches, the other 
airlines could watch their experience before deciding what action to 
take themselves. 

The Interstate Commerce Act of 1887, which, as amended, is cur- 
rently the low governing rail transportation, reaffirmed previous prac- 
tice and law which allowed railroads to grant free or reduced rate 
transportation to ministers of religion. 

Their practice is to ask ministers to fill out an application, giving 
such information as to their duties and responsibilities in their church 
so that they may be classified as to whether or not they are eligible for 
clergy discounts of 50 percent on the one-way first-class fare. 

I may at this point correct Dr. Anderson. The 50 percent first-class 
fare is good on every railroad of which I have any knowledge in the 
entire United States, and in the southern part below the Potomac 
and Ohio Rivers and in the Western States, west from the Mississippi, 
they also give free transportation. 

Senator Monroney. Is it unlimited or is it just a certain number 
of trips a year ¢ 

Mr. Hose. It is unlimited except on certain luxury trains. They 
spec ify on the pass it it unlimited or not good on certain trains. 

The clergy bureau then issues a certificate with 100 coupons. One 
coupon is used for each trip. 

The New England Clergy Bureau represents the railroads in the 
New England States and charges $4 for a book of coupons good for 
the calendar year. It was established July 1, 1954, after having been 
out of existence for some decades. 

The Eastern Clergy Bureau represents those railroads west of New 
England, north of the Ohio and Potomac Rivers, and east of the 
Mississipppi River. This bureau issued approximately 45,000 cer- 
tificates last year and charged $6 per certificate. 
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The Southern Clergy Bureau represents those railroads south of 
the ¢ )hio and Potomac Rivers and east of the Mississippi River. ‘They 
charge $4 per certificate. In 1952 they issued 17,000 certificates. 

The Western Clergy Bureau represents the railroads west of the 
Mississippi River. It issued approximately 46,000 certificates last 
year. They charged $4 per certificate. 

* The Canadian C lergy Bureau represents all the Canadian railroads 
and charges $4 per cert tificate. 

The Central Cle rgy Bureau for Motor Coach Lines represents all 
of the buslines in the United States and charges $3 per certificate. 
The pere ont uge of discount varies with each busline. It seems to aver- 
age about 25 percent reduction. They issued about 18,000 certificates 
per year. 

The New England Clergy Bureau has not had a full year of opera- 
tion, but it, along with the Canadian bureau probably issued consider- 
ably fewer certificates than the eastern and western bureaus, since they 
have smaller population. 

The average minister uses his clergy book only once or twice per 
vear to go to conferences, or tr alning, and deve ‘lopme nt meetings, 
which would enable him better to serve his community. 

The clergy discounts are of greatest value to the national and re- 
gional boards, such as the boards of missions. The executives of these 
boards are almost exclusively ministers of religion. They must travel 
almost constantly setting up new churches and assisting the existing 
churches to grow and develop, and be of greater service to their com- 
munities. 

According to the latest information, there are over 95 million church 
members in the United States—60 percent of the population of the 
United States. Both the number of church members and the per- 
centage of population are increasing rapidly. 

According to the 1955 Yearbook of American Churches there were, 
in 1953, 338,250 ordained persons, ministers of religion. This was 
from the 212 denominations reporting out of 268 known. Those 
groups which did not report were generally very small. 

The determination of who is a minister of religion is not spelled 
out in the Interstate Commerce Act of 1887. The rail clergy bureaus 
have defined an ordained minister of religion as one who is fully em- 
powered without any restrictions to preach, perform marriage cere- 
monies, administer the sacrament, bury the dead, and baptize. They 
define a licensed minister as one who is empowered to preach only. 
They have granted clergy discounts to licensed ministers who are in 
specific work, such asa full-time minister of a church. 

I might add that none of the clergy bureaus grant the clergy dis- 
counts to any minister who has another job of any type even a part- 
time job. 

This same principle could be followed by the airlines, or they could 
prepare their own definition. 

The procedure for issuance of clergy certificates might follow the 
same procedure as the rail lines, as suggested by our Bureau in pre- 
vious years, to channel all applications through the transportation 
directors of each denomination, who would investigate the applica- 
tions and endorse the applicant if he were eligible. 
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The application, the money, and the applicant’s air-travel card could 
then be forwarded to the air clergy bureau, which would stamp suc! 
a word as clergy on the card and return it to the applicant. This 
statement, stamped on the records of the air ticket office, would ly 
indication to their accounting department that the ticket was sold 
at a reduced rate. 

May I add here that this is strictly the same method as used by the 
rail bureaus. We have to certify each man who receives a rail clergy 
card. The bulk of them are certified by sending them our annual 
minutes listing our ordained ministers of religion. 

Any persons who are not on the list may get an application form, 
through our office and at local rail offices. and we then certify him to 
the bureau. He must receive a letter of endorsement by our trans 
portation bureaus. 

Senator Monroney. That is done by your denomination ? 

Mr. Hocr. By each denomination. 

Senator Monroney. Each denomination does it ? 

Mr. Hoge. Yes, sir. To open an account with the airlines $425 
must be deposited. A number of cards can then be issued on a single 
account. One account might be sufficient for the national boards of 
a smal] denomination, or a State association of ministers of a given 
religion. 

Transportation directors of the Interchurch Transportation Com- 
mittee requested information from their national boards as to the 
amount of money spent on air fares in their most recent fiscal year. 

We have data from denominations representing about a quarter 
of our membership of 62 million church members. 

These national boards reported that they alone spent about $500,000 
per year on air travel and that it could be greatly increased if reduc- 
tion in fares were made. We believe that the total income of the air- 
lines from ministers of religion would be greatly increased by grant- 
ing fare reductions. 

They would also be assisting the churches to serve the Nation to 
a greater extent than is now possible. 

According to recent figures in the Civil Aeronautics Board’s 
Quarterly Report of Air Carriers’ Operating Factors, the average 
percentage of seats occupied on the Big Four—that is, American, 
Eastern, TWA, and United—flights was 65 percent; other trunkline 
carriers, 55 percent ; and local service airlines, 40 percent. 

This indicates that there is a considerable amount of space unused 
on the average air flight. 

The rail lines specify seven luxury trains, which are usually sold 
out, on which ministers may not ride at a clergy discount. They 
specify a larger number of trains on which ministers may not ride 
on passes. 

This same principle could be used by the airlines in eliminating 
those flights which are usually heavily booked. I am sure the 
churches would accept the principle, not in effect on the rail or bus 
lines, that a clergyman riding at a reduced fare would not displace 
a full-fare passenger. 

The Interchurch Transportation Committee has voted to accept 
the principle that the air clergy system need not apply to airlines 
receiving subsidies from the Federal Government. We understand 
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that these subsidies are in the form of cash payments through the 
Civil Aeronautics Board. 

However, I might point out that practically all of those lines re- 
ceiving subsidies are loc: ‘al service or feeder lines which operate at an 
average load factor of 40 percent. It would appear that these lines 
need more, rather than fewer, passengers and the air clergy system 
might enable the Federal Gov ernment to decrease its subsidies. 

The right of the airlines to grant free or reduced rate transporta- 
tion is limited at the present time to a very small number of groups. 
The rail lines under the Interstate Commerce Act of 1887, and the 
bus lines under the Motor Carrier Act of 1935, were allowed to grant 
free or reduced rate transportation also to ministers of religion, 
and a few very small groups such as persons engaged in charitable 
or eleemosynary work, the blind, and certain other small groups. 

In March 1949 the United Air Lines announced a 25-percent fare 
reduction to clergymen. The Civil Aeronautics Board held that an 
amendment to the Civil Aeronautics Act of 1938 was necessary before 
this could be permitted. On July 4, 1952,.the Senate passed a bill 
proposed by Senator Capehart and a number of other Senators, which 
would permit the airlines to grant free or reduced rate transportation 
to ministers of religion. 

The bill has been introduced in this Congress by Senator Magnuson, 

1119, and by Senator Capehart, S. 779. This legislation is permis- 
sive only, and the airlines will not put it into effect unless they feel 
it to be desirable. 

However, those airlines which do desire to grant this assistance to 
the work of religion, we feel, should be allowed to do so. 

We will greatly appreciate your favorable consideration of this 
amendment. 

Thank you, Mr. Chairman, and gentlemen of the committee. 

Senator Monroney. Thank you, Mr. Hoge. 

Senator ScnorrreL. Mr. Hoge, do you have any opinion as to about 
what percentage of the tr: avel coupons, if such were inaugurated, 
would be used? I mean, would it be 40 percent, 50 percent, or 60 
percent @ 

Mr. Hoge. I think the experience of many years is that only 5 per- 
cent or so are used. I called the Western Clergy Bureau yesterday 
which issues 46,000 coupons, and asked them how many persons came 
back for a second book, which is about the only statistics they would 
have. 

I think they said out of 46,000, there were possibly as m: ny as a 
dozen. The ones who do the most traveling are bishops in the Method- 
ist churches and other churches, people who have nationwide or 
regionwide responsibilities. 

The local ministers have to go to district conferences and other 
meetings of ministers about once or twice or three or four times a year, 
so they would do considerably fewer trips a year than people who 
have nationwide responsibilities. 

These executive boards on which we have these data that I quoted 
have to travel almost constantly, and they are on the road almost all 
the time. Our office buys the tickets for them, so we have a pretty 
good idea of the amount of traveling they do, but the average would 
probably be under 5 percent. 
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Senator ScnorrreL. That answers my question. I was just wonder 
ing whether we had any data on it, and I think you, together with the 


other ministers, especi: ally when you broke it down as you have here 
answer some of the ae ions that I was wondering about. 

Mr. Hocr. Yes, sir. 

Senator Riaaneedi That is all. 

Senator Monroney. Senator Bible? 

Senator Brete. I have no questions. 

Senator Monronrey. Who runs the New England Bureau, and the 
Southern Clergy Bureau 4 

Is it run by the railroads or by the churches ? 

Mr. Hoce. Each of the clergy bureaus is a division of the rail 
passengers association of that partic ular area. It is really a division 
of the association, you might cal] it, trade association, for the railroads. 

Senator Monroney. I see. It is not connected with the clergy as 
such. They merely act as a clearing house for the certificates and 
issuance of these certificates ? 

Mr. Hoare. Yes, sir: each 1 certifies certain persons, and the New 
York office of the Eastern Clergy Bureau has 3 persons; the Western 
has 2; and so forth. 

Al these applications are made up by them and made available 
through their office and the local rail offices, to the ministers who fill 
them out and send them in directly if they are in our annual list or to 
us if they are not in th* annual minutes, and they then issue the 
certificates. 

They receive the money for their time and efforts and expense, and 
they have the final decision as to who is eligible and who is not eligible, 
based on the information from the ministers and from us. 

Senator Monroney. Are there any further questions? 

Senator Breie. No. 

Senator ScHorrret. No. 

Senator Monronery. Thank you very much, Mr. Hoge, for giving 
us your testimony. 

(The letter of the Civil Aeronautics Board expressing opposition 
to S. 779 and to the above-discussed amendments follows :) 

APRIL 19, 1955. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

Drark SENATOR MaGnuson: This is in further reply to your letter of January 
28, 1955, acknowledged February 16,1955, asking for a report on S. 779, a bill 
to amend the Civil Aeronautics Act of 1938 so as to permit the granting by air 
carriers of free or reduced-rate transportation to ministers of religion. 

In enacting the Civil Aeronautics Act of 1938, Congress adopted a strong policy 
against any form of discrimination in rates or fares which might be charged by 
the airlines. Section 403 (b) which the bill under consideration seeks to amend, 
presently relaxes the rule against free or reduced-rate transportation in domestic 
air transportation with respect to persons in the following categories: air carrier 
officials and employees and their immediate families; witnesses and attorneys: 
persons injured in aircraft accidents and attending physicians and nurses; and 
persons providing relief in cases of epidemic or calamity. 

It may be noted that these exceptions to the rule are rather closely limited 
to persons who have a direct relationship to an air carrier either as an employee, 
witness, or in connection with an aircraft accident. Only in the case of general 
epidemic, pestilence, or other calamitous visitation is the exception extended 
to a member of the general public. This policy is in sharp contrast to that 
which prevails under the Interstate Commerce Act with respect to free or 
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hod aed % 


reduced-rate transportation by rail. That act in section 1 (g) excepts from the 
prohibition against free transportation the following, among others: 

1. Executive officers, general chairmen, and counsel of employees’ organiza- 
tions When such organizations are authorized to represent employees in accord- 
ance with the provisions of the Railway Labor Act. 

2. Ministers of religion, traveling secretaries of railroad Young Men’s Christian 
Association, inmates of hospitals and charitable and eleemosynary institutions 
and persons exclusively engaged in charitable and eleemosynary work. 

3. Indigent, destitute, and homeless persons, and such persons when trans 
ported by charitable societies or hospitals, and the necessary agents employed 
in such transportation. 

4. Inmates of the national homes or State homes for disabled volunteer sol- 
diers, and of soldiers’ and sailors’ homes, including those about to enter and 
those returning home after discharge. 

5. Necessary caretakers of livestock, poultry, milk, and fruit. 

6. Linemen of telephone and telegraph companies. 

7. Newsboys on trains. 

8. Witnesses attending any legal investigation in which the common carrier 
is interested. 

9. Persons injured in wrecks and physicians and nurses attending such persons. 

10. Employees, including furloughed, pensioned, and superannuated employees. 

Notwithstanding the provisions of section 403 (b) of the Civil Aeronautics 
Act, the Board, under section 416 (b) has authority to grant exemptions from the 
prohibition against free or reduced-rate transportation under certain circum- 
stances. In carrying out what it has conceived to be the clearly expressed policy 
of the Congress, the Board has been sparing in the use of this authority. There 
is attached hereto an appendix listing for the years 1953 and 1954 those cases in 
which the Board has granted an exemption authorizing free or reduced rates, 
and those cases in which the Board has denied such exemption. These exemp- 
tions are confined to domestic air transportation and do not include cases involv- 
ing overseas or foreign air transportation as to which the Congress has specifi- 
cally declared in section 403 (b) that the Board may authorize free or reduced 
rates to such persons as the Board may by regulation prescribe. 

It should also be pointed out that section 405 (m) of the Civil Aeronautics 
Act provides for free travel for employees of the Post Office Department while 
traveling on official business relating to the transportation of mail by aircraft. 
The Board, in part 233 of its Economic Regulations, has prescribed the types of 
employees and circumstances under which such free transportation may be 
granted. 

The Board has also made provision in part 224 of its Economic Regulations for 
the presence of safety inspectors, airway traffic control managers and communi- 
cations supervisors employed by the Board or the Civil Aeronautics Administra- 
tion aboard aircraft in flight as observers, ete. 

The divergence in policy which the Congress has shown with respect to the 
air carriers and surface carriers may well be justified because of differentiating 
characteristics between the two forms of transportation. In particular, the 
space problem of surface carriers is substantially different from that of air car- 
riers. The air carriers in their passenger business have found it necessary to 
operate under a system of reservations. Fluctuating demand and relatively lit- 
tle space makes it impossible to take on passengers without reservations as is 
commonly done in the case of railroads. It is believed that free or reduced-rate 
riders on railroads, under normal conditions, would rarely displace revenue pas- 
sengers, and the same would probably be true on buses. In the air, because of 
the limited seating capacity of an aircraft and the economic necessity for the 
industry to operate at a high load factor, the free or reduced-rate rider would 
of necessity frequently displace the revenue passenger. The airlines cannot eco 
nomically provide the space flexibility that is available to the surface carriers. 
The problem for air carriers would be aggravated where conventions or other 
gatherings drew a large number of ministers and demands might be made for 
reduced-rate transportation for plane loads of passengers. 

From time to time repesentatives of schools, women’s organizations, youth 
organizations and others seeking to participate in national events have sought 
free or reduced-rate privileges. The Board has uniformly refused to issue ex- 
emption orders granting these requests, as it was believed that such action would 
be contrary to the established policy of Congress. However, should Congress 
depart from existing policy, it may be expected that these and other groups, 
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and particularly those persons who are given such privileges under the Inter- 
state Commerce Act, will vigorously press their claims for special consideration 
before the Congress. 

In view of the foregoing it is the opinion of the Board that to exempt minis- 
ters of religion from the general prohibition against the granting of free or re- 
duced-rate transportation would be a serious departure from the sound policy 
of the act. 

Accordingly, the Board is opposed to the enactment of the proposed legislation. 

The Bureau of the Budget has advised that it has no objection to the submis 
sion of this report. 

Sincerely yours, 
Ross RIZiey, 
Chairman, 


EXEMPTION REQUESTS FOR FREE OR ReEDUCED-RATE TRANSPORTATION GRANTED 
1953 AND 1954 


(Domestic Transportation Only) 


E-7132, February 3, 1953 

Technical personnel of companies engaged in the manufacture and development 
of Convair 340 aircraft for the purpose of inflight observation, for 1 year— 
Delta Air Lines, Inc. 

1-7290, April 9, 1953 

Technical employees of Bendix Aviation Corp. to observe Bendix Omni Direc- 
tional Radio equipment, for 10 days—Frontier Airlines, Inc. 
E-7501, June 19, 19538 

Technical employee of Wright Aeronautical Corp. for the purpose of inflight 
observation of Lockheed 1094 aircraft, until August 31, 1953—Trans World 
Airlines, Ine. 
E-7514, June 26, 1953 

Technical employees of Bell Telephone Laboratories, Inc. to observe, under in- 
strument flight rules, traffic control communications, for a period of 6 months— 
Capital Airlines, Inc. 
B-7806, October 9, 1953 

Technical employee of Hamilton Standard Propeller Co. for the purpose of 
inflight observation aboard Martin 202 and 404 aircraft, for 60 days—Trans 
World Airlines, Inc. 
12-7874, November 5, 19538 

Tehenical employees of Consolidated-Vultee Aircraft Corp. and Boeing Air- 
eraft Co. for the purpose of inflight observation of Convair 340 and Douglas 
DC-7 aircraft, for 6 months—National Airlines, Inc. 
FE-7989, December 22, 1953 

Six-month extension of E-7514, described above. 
F-8084, February 8, 1954 

Technical employees of Douglas Aircraft Co., Wright Aeronautical Corp., Ben- 
dix Aviation Corp., Hamilton Standard Propeller Co., and AiResearch Manufac- 
turing Co. for the purpose of inflight observation, for 6 months—Delta Air 
Lines, Inc. 





EXEMPTION REQUEST FOR FREE OR REDUCED-RATE TRANSPORTATION GRANTED 


E-8368, May 21, 1954 


Technical employee of Lear, Inc., for the purpose of inflight observation of Lear 
I-5 Auto Pilot, for 90-day period—Braniff Airways, Inc. 


E-8484, June 80, 1954 

One year extension of Order No. E—7541 described above. 
E-8471, June 25, 1954 

Extension until November 5, 1954, of Order No. E-7874, described above. 
B-8519, July 20, 1954 

Six-month extension of Order No. E-7514, described above. 
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E-8746, November 3, 1954 
Technical personnel of Sperry Gyroscope Co. for the purpose of inflight observa- 
tion aboard Douglas DC-7 aircraft for 6-month period—United Air Lines, Ine. 


EXXEMPTION REQUESTS FOR FREE OR ReEDUCED-RATE TRANSPORTATION DENIED— 
1953 AND 1954 


(Domestic Transportation Only) 


E-8186, March 26, 1954 

Airmail and postal clerks of the Post Office Department from various stations 
served by Mohawk Airlines, Inc., to Ithaca, N. Y., to participate in conferences 
designed to increase mail traffic. 

E-8569, H-8570, E-8571, and E-8572 of August 18, 1954 

Applications of American Airlines, Inc., Delta Air Lines, Inc., Trans-World Air- 
lines, Ine., and United Air Lines, Inc., respectively, for authority to grant reduced- 
rate transportation to members of the American Society of Travel Agents attend- 
ing a convention in San Francisco. 

Senator Monroney. Mr. Francis A. O’Connell, the legislative rep- 
resentative of the Air Transport Division, Transport Workers of 
America, 1s our next witness. 

Mr. O’Connell, we are very glad to have you appear before the com- 
mittee and appreciate your coming up to give us the benefit of your 
testimony. 


STATEMENT OF FRANCIS A. 0’CONNELL, LEGISLATIVE REPRESENT- 
ATIVE, AIR TRANSPORT DIVISION, TRANSPORT WORKERS OF 
AMERICA 


Mr. O’Connett. Mr. Chairman and honorable Senators, my name is 
Francis A. O’Connell. I am legislative representative for the Air 
Transport Division of the Transport Workers Union, CIO, for whom 
I appear today. 

This is a labor organization representing more than 15,000 members 
employed as inspectors, mechanics, ground service personnel, flight at- 
tendants, flight navigators, and flight radio operators. Our member- 
ship is employed with various air carriers, domestic, international, and 
foreign. 

We are very grateful to have the opportunity of appearing before 
this committee to express our views relative to the two bills being 
considered which were introduced by two distinguished members of 
this great committee: S. 308 by Senator Bricker; and S. 1119 by Sena- 
tor Magnuson. 

In keeping with the desire of this committee, my statement will be 
very brief and limited. The Air Transport Division supports S. 1119 
and i is opposed to S. 808. Our principal objection to 5. 308 is section 

), pi wragraph 5, which amends the definition of “airman” in the act. 

This amendment, as proposed would, if passed, authorize the Civil 
Aeronautics Board to exempt certain employees from an important re- 
quirement under the Civil Aeronautics Act. The employees to be ex- 
empted are those of manufacturers of aeronautical products, of cer- 
tificated air carriers, and of certificated repair stations. The exemp- 
tion which is proposed for these mechanics is that they will no longer 
be required to hold personally “airmen” certificates. 

The requirement for airmen certificates has made possible the best 
safety record of all time. 
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| quote from a CAB press release, dated December 10, 1954, which 
stated in part: 


ALL-TIME ANNUAL SAFETY AND OPERATION RECORD INDICATED FOR UNITED STATES 
AIRLINE OPERATIONS IN 1954 


The Civil Aeronautics Board today announced that an all-time safety record 
for United States civil air carriers is indicated for 1954. At the same time, the 
Board said estimates also indicated that the number of passengers carried and 
passenger-miles flown in 1954 will be greater than ever before in American air 
transport history. 

The safety record for United States scheduled domestic and foreign overseas 
air carriers for 1954, the Board revealed indicates a record low passenger fatality 
rate of 0.08 per 100 million passenger-miles flown. 

As a result of this press release, nearly every daily newspaper across 
the country carried the news item, because safety is big news. 

It is inconceivable that anyone should desire legislation that would 
interfere with this safety record established in 1954. A record which 
in a large part was due to the earnest and sincere efforts of all main- 
tenance personnel on our airlines, and because their qualifications have 
been kept at a high level by the licensing requirements of this act. 

The present licensing’ requirements of the act have played a large 
part in bringing these technical skills to this peak of efficiency. We 
fail to see why the airlines now move to abolish these requirements 
which have served them so well. 

The interpretation of the Civil Aeronautics Act by the courts is that 
safety is the responsibility of the Civil Aeronautics Board, for the act 
covers every possible aspect of flying safety. 

The Civil Aeronautics Board has met this responsibility by its regu- 
lations of maintenance procedures. And allow me to say these pro- 
cedures are described in great detail. Furthermore, it regulates the 
requirements for attaining CAA certificates. In order to qualify for 
a CAA certificate as a licensed aircraft or engine mechanic, one must 
meet the prescribed qualifications of the CAA before being allowed 
to exercise his judgment as to whether or not an aircraft is airworthy. 
The tests for these qualifications are written, oral, and practical exami- 
nations. 

So exacting and comprehensive are these tests, that airlines have 
made the certificates, awarded by passing these tests, a part of their 
own maintenance manuals. For example, American Airlines and Pan 
American World Airways require these CAA mechanics certificates as 
one of the qualifications for the positions of master mechanics and 
senior mechanics in line maintenance, plane service, and station main- 
tenance. 

The real issue as we see it is safety. We feel that airworthiness and 
safety require trained and skilled craftsmen. This amendment, sec- 
tion 5 of 8. 308, by eliminating certification is a marked retrogressive 
step. 

Among other reasons, the CAA supports this amendment on the 
grounes that: (1) It has insufficient personnel; (2) it entails putting 
too great a burden on present personnel; and (3) that the solution lies 
in abolishing the A. & E. license requirement in order to relieve the 
CAA of this burden. 

In reply, we wish to state that safety requires constant vigilance. 
And if the CAA does not have suflicient personnel to maintain this 
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vigilance, it is your duty to support CAA requests for sufficient per- 
sonnel to do so. 

Certification, which is a vital part of safety, should not be sacrificed 
it the cost of lives lost because of economy. 

The argument is advanced in support of the change that it would 
result in reduced expense and administrative procedure on the repair 
stations, manufacturers, airlines, and the Administrator. A possible 
monetary saving and a reduction in administrative activity are hardly 
to be favored over protection and promotion of public safety. 

As for the abolition of A. & E. license requirements, these are the 
very requirements mentioned before, which are the criteria for safety 
ncorporated in airline maintenance manuals and our labor contracts. 

We feel that eliminating CAA certification requirements would re- 
duce the standards of mechanical repairs and result in reduced safety 
standards. 

The standards required through a formal examination for a certifi- 
cate are exacting; but for the benefit of the public safety, the stand 
urds must not be relaxed. 

The present regulations have proven that we can reach high stand- 
ards of safety. Why are we now asked to take an uncharted path by 
giving the airlines complete responsibility for the technical « ‘onpetence 
of their maintenance staff ¢ 

Air Transport Division is opposed to the lowering of any safety 
regulations. We do not feel that the lives of the flying public should 
be endangered by any relaxation of the present high requirements and, 
therefore, respectfully oppose the proposed section 5 of S. 308. 

Senator Monroney. Thank you very much, Mr. O’Connell. Sena- 
tor Bible, do you have any questions ? 

Senator Bratz. No, thank you. 

Senator Monroney. Senator Schoe ‘ppel ? 

Senator Scuorrren. No, sir. 

Senator Monronry. That A. & E. license requirements—is that air- 
craftandengine? Is that what that stands for / 

Mr. O’ConNELL. Yes, sir. 

Senator Monroney. Do the holders of certificates have to be recerti- 
fied every so often / 

Mr. O’ConNELL. No, sir; it is issued once and that is good for life 
unless it is taken away from them for an infraction of the regulations. 

Senator Monroney. If that is taken away from them, by whom is 
it done ? 

Mr. O’Connetu. By the CAA. 

Senator Monroney. Does the holder have an appeal ? 

Mr. O’ConNELL. Yes, sir; he does. 

Senator Monroney. That would be his failure to properly conduct 
his work ? 

Mr. O’Connetu. That is right, sir. 

Senator Monroney. How far down do these license requirements 
go? I mean in a maintenance crew, how many would be certified 4 

Mr. O’Connetut. Mr. Chairman, according to the latest figure that 
we had from the Department of Labor, which was the training of air 
carriers survey conducted in January of 1954, I believe, of 104,000 
employees working for the airlines, approximately 16,000 are certified 


mechanics 
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Senator Monroney. That 104,000 would include ticket sellers 
and all? 

Mr. O’ConneELL. Yes, sir. 

Senator Monroney. 16,000 would be in the maintenance and repai: 
division ? 

Mr. O’Conne t. There are 16,000 licensed. 

Senator Monroney. I see. Where does that break off? Obviously 
in a maintenance depot you would not have everybody licensed, would 
you ¢ 

Mr. O’ConneEtt. No, sir; they are not licensed. 

Senator Monroney. It is kind of like a master mechanic and 
breaks down there ¢ 

Mr. O’ConneELL. No, an apprentice does not have to have a license 
in order to be employed; but in some labor contracts before he can 
progress to a junior mechanic or a mechanic, he mmust obtain an 
A. & E. license; and the apprenticeship is approximately 3 years 
that he can serve without a license. 

Senator Monroney. He has to be either given a license or get off 
the job, is that right? He cannot continue to work in a lower grade 
without a license / 

Mr. O’Connett. He can, Mr. Chairman, if he is working in an 
overhaul base where he is doing the work that does not require a 
license. However, if he is on a line station, such as Washington here, 
he would have to attain a license or he would have to get off the line. 

Senator Monroney. What do you mean by line station / 

Mr. O’Conne tt. A line station is a middle station between the over 
haul bases like when an airplane—for an example, American Airlines’ 
overhaul base is Tulsa. The heavy overhaul shops would be Los 
Angeles, Chicago, and New York; but many airplanes pass through 
Washington every day, and there is a staff of maintenance people here. 

I would ms 99 percent of the aircraft mechanics employed in Wash- 
ington hold A and EF certificates. ‘There are approximately 55 or 60 
employees. It is in these places where the certificates are required. 

As the act reads, an airman who is directly in charge of the main- 
tenance is required to hold a certificate. In Washington the mechanics 
are sent out to Baltimore, to Philadelphia, Charleston, Roanoke, Rich- 
mond on breakdowns and they go alone. 

There is no foreman who goes with them, which the company could 
say was directly in charge. 

In those cases it is required that the airlines maintain that; they 
must have licensed mechanics, but the overhaul, it is different. They 
are working on the bench and they are supervised by foremen, leading- 
men, and seniors who are licensed people. 

Senator Monroney. That is what I was trying to get at. These 
men who work under close supervision of licensed airmen, what per- 
centage are they in a shop, for example ? 

You mentioned the apprentices. I gather from what you said that 
there are others with less responsibility that do not have to have air- 
men’s certificates. 

Mr. O’Connexi. There are many overhaul jobs that do not require 
an airman’s certificate; for instance, overhauling spark plugs. I 
would not want to go in too deeply, but there are a lot of places where- 
in a certificated mechanic is not required because of the work that he 
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is doing; but it is not the single job that is doing it. It is the finished 
product when it is put onto the airplane—before it is certified as air- 
worthy, before the flight test. It 1s the end result of all these small 
jobs being done. ‘That is where safety is involved. It is not just in 
overhauling spark plugs or putting tires on that are concerned. 

Senator Monroney. Senator Bible / 

Senator Bree. No questions. 

Senator Monroney. Senator Schoeppel / 

Senator Scuorrrer. No. 

Senator Monronry. Mr. Sweeney ? 

Mr. Sweeney. I notice you represent the flight attendants. 

Mr. O’ConneELL. Yes, | represent the flight attendants. 

Mr. Sweeney. I understand that they do not have to have certifi- 
cates, is that right / 

Mr. O’ConneELL. No, sir; they do not, sir. 

Mr. Sweenrty. The committee has received several letters and has 
before it the suggestion that the definition of airman should be amend- 
ed so as to include air flight attendants so that they will have to have 
certificates. 

Just what is your opinion as to whether that would be desirable and 
would increase safety ? 

Mr. O’Connett. | believe, Mr. Sweeney, that we are one of the in- 
stigators of that request to license flight attendants, stewards, steward- 
esses and pursers. 

The reason behind that is that flight attendants have pushed the 
argument that they are not properly trained, especially on these trans- 
ocean hops, that they are with people and are responsible for a large 
amount of passengers. 

There is a very “short tr aining period for the attendants before they 
are put on a flight and that bei ‘ing CAA trained and licensed would 
certify that the ‘attendants were properly trained and experienced be- 
fore being allowed to be placed on one of these ships without having 
the necessary knowledge and qualifications of where the lifebelts are 
and how to inflate the liferafts and how to get the people out of the 
plane when it is ditched. 

I received a telegram right after the last Stratocruiser of Pan- 
American’s went down, in which the attendants urged that we strongly 
urge the CAA and CAB to certify these people. 

The main point in that telegram was that if these people on board 
had not had experience, a good many more people would have been 
lost on that flight. 

Mr. Sweeney. It is my understanding that the reguiations now re- 
quire the airline to train their personnel, including flight attendants, 
in emergency procedures; but it is your argument that they are not 
receiving adequate training and to have a requirement for them to 
hold certificates would increase their training ¢ 

Mr. O’Connetxt. That has been our position, but recently the CAA 
has put out a draft release, in which they are really going totighten 
up on the training and the requirements of the carrier, and they have 
proposed a good many stringent regulations as to the emergency 
equipment and the training; and it is going into the flight manuals. 

The CAA has said that on account of this proposed draft release, 
they do not think it is desirable to have to certify the people, that the 
urlines will be responsible for this training. 
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Mr. Sweenry. Do you think that will be sufficient or do you still 
urge that the attendants be certified ? 

Mr. O’Conneti. Mr. Sweeney, I am not in a position to make that 
decision. I am only directed to state what our position is and request 
information of Mr. James F. Horst, who is the director. 

Mr. Sweeney. Mr. Chairman, if there is no objection, I would like 
to introduce in the record at this point correspondence which the Chair 
man, Warren G. Magnuson, has had with Mr. Daniel J. Savage and 
with the Government agencies, with respect to considering an amend- 
ment to add a requirement of certificating flight attendants. 

(The correspondence referred to is as follows :) 


Bronx, New York, N. Y., March 18, 1955. 
Hion. WARREN G. MAGNUSON, 
Senate Office Building, Washington, D.C. 

DEAR SENATOR MAGNUSON: I should like to take this opportunity to raise a 
question which, in view of your current CAA hearings, is timely as well as im 
portant. Briefly, I wish to obtain your reaction to the possibility of including 
airline cabin attendants under Federal licensing. 

The Civil Aeronautics Administration now examines and provides certificates 
for the following flight personnel: Captains (pilots); relief pilots (copilots) ; 
flight engineers; flight radio operators; and air navigators. The Administration 
has, however, constantly avoided the issue of establishing prerequisites and 
requisites for, examinations and licensing of, cabin attendants. 

The objective analyst must grant that the major share of the well-being and 
actual safety of passengers is in the hands of the cabin attendant. On an air- 
craft functioning under emergency conditions, no other individual possesses the 
general and specific knowledge of passenger status as does the cabin attendant. 
Under any conditions, no other individual on an aircraft has a greater specific 
charge for the welfare and safe delivery of passengers than has the cabin 
attendant. 

In trans-Atlantic travel alone, we have reached the point where the port of 
New York admits, for all practical purposes, as Many passengers by air as it 
joes by sea. The cabin attendant, however, whether in domestic or international 
service, remains an orphan in the eyes of the CAA. 

One is forced to ask why there has been no specific legislation to insure prop- 
erly qualified personnel in the cabins of aircraft. The answer is rather simple. 
The airline employer groups have continually used their influence to frustrate 
any attempt to bring cabin attendants under governmental jurisdiction. Such 
employer groups willingly place in jeopardy the safety of their passengers in 
order that they may staff their aircraft with clerks, typists, and what not, in 
the event of labor difficulties with regular cabin attendants. 

It is not, at this time, my intention to present a complete or even partial 
picture of the situation. I have offered a thumbnail sketch of a disgraceful 
situation in the hope that you and your committee will examine the basic facts. 
If such an action is taken, I feel quite certain that your group will immediately 
schedule full hearings, and, in the interest of the American public, render a just 
decision on the evidence presented. 

Sincerely, 
DANIEL J. SAVAGE. 


Crviz AERONAUTICS BOoarpD, 
Washington 25, April 14, 1955. 
Hon. WARREN G. MAGNUSON, 
United States Senate, Washington 25, D. C. 


DEAR SENATOR MaGnuson: I am pleased to acknowledge receipt of your letter 
of April 5, 1955, which requested comment on an enclosed copy of a letter 
addressed to you by Mr. Daniel J. Savage. It is noted that Mr. Savage advocates 
amending the Civil Air Regulations to require that flight attendants employed 
in air transportation be certificated by the Federal Government. 

The Civil Aeronautics Board had several such proposals under consideration 
during 1954 when the domestic air carrier regulations were revised by the 
promulgation of new part 40 of the Civil Air Regulations. At that time the 
Chairman of the Board, in a letter to the vice president of the Transport Workers 
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Union (CIO), stated the opinion of the Board with ré spect to the certification 
of flight attendants. We are enclosing as a supplement an excerpt containing 
the two pertinent paragraphs of this letter. 

The safety regulations prescribed by the Board require all crew members of 
the aircraft, including the flight attendant, to be trained and their competence 
checked by the air carrier in the performance of the duties to which they are 
assigned. Particular attention has been given to training covering the functions 
to be performed under emergency conditions. It is believed the action taken 

the Board insures that adequate attention has been given the safety problems 
‘aised by Mr. Savage and that it is not necessary to reopen the matter at this 
time. 

The Board welcomes the opportunity to present its findings and would be 
pleased to have you advise us if we can be of further service to you. 

Sincerely yours, 


CHAN GURNEY, Chairman, 


Excerpt FRoM CHAIRMAN GURNEY’S LETTER OF APRIL 30, 1954 


o 


“In your letter you stated that section 1 (6) of the Civil Aeronautics Act of 
1938, as amended, required a ‘member of the crew’ to have an airman certificate. 
I believe that a close reading of this section of the Civil Aeronautics Act indicates 
that this is not true. Section 1 (6) of the act merely defines an ‘airman’ as 
: * any individual who engaged, as * * * member of the crew, in the navi- 
gation of aircraft while under way; * * * While a flight attendant is a member 
of the crew within the meaning of part 40 of the Civil Air Regulations, he is not 
engaged in the navigation of aircraft, and thus is not an ‘airman’ within the 
meaning of the Civil Aeronautics Act. In view of the foregoing, it is the opinion 
of the Board that the act does not make mandatory the certification of flight 
attendants.” 

Representatives of flight attendants have participated in discussions leading 
to the adoption of revised part 40 of the Civil Air Regulations which came into 
effect April 1, 1954. During the coordination of the various proposals published 
by the Board, several recommendations were received for the certification of 
flight attendants. All such recommendations, however, were rejected on the 
basis that no showing had been made that benefit to safety in air transportation 
would result commensurate with the administrative burden inherent in such 
certification. Interested persons, including the Transport Workers Union, were 
invited to submit any facts, views or arguments which would demonstrate that 
certification of flight attendants was in the public interest. In light of the fore- 
going and in view of the extensive consideration so recently given, the Board 
does not believe it necessary to reopen this matter. 


DEPARTMENT OF COMMERCE, 
Civi. AERONAUTICS ADMINISTRATION, 
Washington, April 20, 1955. 
Hon. WARREN G. MAGNUSON, 
United States Senate, Washington 25, D.C. 

DeaR SENATOR MaGnuson: In reply to you letter of April 5, 1955, this is to 
advise that the existing Civil Air Regulations, which are promulgated by the 
Civil Aeronautics Board, require the Civil Aeronautics Administration to cer- 
tifieate flight crew members in accordance with the standards outlined in the 
applicable sections of the regulations. Appropriate procedures have been estab- 
lished by this Administration to issue airmen certificates to qualified individuals 
upon demonstration of competency. The regulations, however, do not provide 
for the certification of cabin attendants. 

In view of the fact that your inquiry comes within the jurisdiction of the Civil 
Aeronautics Board, I have taken the liberty of forwarding your letter to them 
for their consideration. 

Sincerely yours, 
F. B. Lee, 
Administrator of Civil Aeronautics. 
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Bronx 57, New York, N. Y., 
April 4, 1955. 
Hon. WARREN G. MAGNUSON, 
United States Senator, 
The Senate Office Building, 
Washington 25, D.C. 

Dear SENATOR MaGNuson: Mr. Lehman of New York has been good enough 
to forward to me copies of Senate bills 308 and 1119, the omnibus measures now 
being discussed by your committee. It has been my desire to avoid a battle of 
semantics with Mr. Rizley’s crew, but I fear that CAB’s attitude regarding the 
status of airline cabin attendants would force us to take advantage of eithe: 
your measure or that of Mr. Bricker. 

I am not interested in a childish hair-pulling situation and should prefer to 
have the issue decided by the facts involved. As I see it, the facts are these: 

1. Is there a risk in flying? The Bureau of Labor Statistics does not maintain 
a file on aircrew members and passengers, but the Prudential Insurance Co. of 
America charges $3.50 per thousand dollars on all life insurance where the 
insured is an aircrew member or a regular air passenger. 

2. Are there measures which can reduce the probability of fatalities in ai: 
crashes? The answer is “Yes,” but the United States Air Force offers more 
information on the subject than the CAA. 

3. Does the safety program require intense training and regular rertaining’ 
Definitely. 

1. Who is responsible for the safety of air passengers in a crash landing o1 
ocean ditching; more clearly, who renders the major portion of assistance to the 
passengers and directs evacuation? Cabin attendants. 

5. Are cabin attendants thoroughly trained in emergency procedures and is 
this training verified by an impartial group? In both instances the answer is, 
“No.” 

6. Of more serious consequence than improperly trained cabin attendants, are 
ground personnel often placed on inflight cabin service? Yes. 

7. Does the CAA have the facilities and personnel to examine and certify 
eabin attendants? Yes. 

Would such an examining program place an undue work load on or cause 
excessive expense to CAA? No. 

8. Is it possible to present to the committee an accurate and detailed picture 
of the various large aircraft cabins and emergency equipment within a 15-minute 
period? Excluding questions from the floor, yes. 

In my letter of April 23, I mentioned Pan American Airways. I am not now, 
nor have I ever been, an employee of that firm. Neither am I a member of the 
Transport Worker’s Union of America. As a subscriber to the record, I have 
followed with interest the witnesses who have appeared to testify on the air 
omnibus measures. I represent neither the air-transport industry nor a union. I 
ask to be heard because of my genuine interest in a rather sad state of affairs, 
and on behalf of many coworkers who have long felt that the American public 
has been sold short for many years. 

We have both served in the Pacific area with our naval forces and know that 
the lineman quite often accumulates a great deal of basic information which is 
unavailable to CINCPACFLT or any other staff officer. This point holds true 
in everyday life. I feel that if I can present a clear picture to your committee, 
it will act in the best interest of the public. Have we reached the state where it 
is a binding rule that only agency heads, corporation lawyers, and union lobbyists 
may testify at open hearings? I sincerely hope not. 

Now back to definitions. I could argue with Mr. Rizley about his and Mr 
Gurney’s viewpoint on “navigation.” If pursers on ocean vessels are required 
to carry certificates, then why not require certification of airline pursers? On 
a summer season tourist flight, we are in charge of almost 100 passengers, a 
good many more people than one finds on small ships carrying a certified purser. 
The duties of an air purser are identical to those of an oceanborne purser, the 
only difference is the time factor. 

With reference to Senate 308 and 1119, I call your attention to line 2, page 3, 
and line 6, page 34, of the respective proposals wherein the word “appliance” is 
used. All cabin attendants are required to use and conduct a continual inspec- 
tion of many electric and electronic devices on modern airliners. Improper use 
of any of these appliances could result in a crash or uncontrollable fire. Since 
these devices pertain to either the safety or comfort of passengers, a failure of 
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1 major unit would require a delay in flight. The equipment would therefore 
be, by the air transport industry’s admission, essential to the navigation of the 
flight. 

Let’s avoid this word “game.” I ask you, sir, to hear my case on my “eight- 
point plan.” By adding a few words to S. 1119 we can resolve the situation, 
assuming, of course, that the case is proved for Federal control of cabin attend- 
ants. 

Sincerely, 
DANIEL J. SAVAGE. 


Bronx 57, N. Y 
April 23, 1955. 
he Honorable WARREN G. MAGNUSON, 
United States Senator, 
Senate Office Building, 
Washington, D.C. 

DEAR SENATOR MAGNUSON: I have just returned from Europe and am pleased 
to answer your letter of April 19. It is heartening to know that you have taken 
the initial steps to examine the status of airline cabin attendants. 

The information provided in the fourth paragraph of Mr. Rizley’s letter of April 
14 is, in theory, correct. It is therefore quite easy to understand Mr. Rizley’s 
desire to maintain the status quo since it is so seldom his Board or the Civil 
Aeronautics Administration uncover the facts of a case much less act upon them. 

I should like to ask Mr. Rizley to testify regarding the training of Pan Ameri- 
can personnel placed on in-flight cabin service during the recent strike of regular 
cabin personnel. 

Would Mr. Rizley dare appear before your committee with a list of nonregular 
cabin attendants placed on board scheduled carriers during the past year to state 
that these people had been adequately trained in emergency procedure and avia- 
tion first-aid? And speaking of “irregulars” what would Mr. Rizley say regard- 
ing the cabin attendants used by nonscheduled carriers? 

I accepted employment as an international flight purser in order that I might 
attend graduate classes and yet have some time for my family. Two trips to 
Europe every month hold very little glamour for me. I was granted the privilege 
of an extended tour of the world not too many years ago and have reached the 
point where I enjoy my own backyard. However, there will come a time when I 
will travel with my wife and children on transatlantic flight. Under present 
conditions, I would have little confidence in the safety of my family should an 
emergency be declared. 

May I suggest that you call upon Mr. Rizley’s office to present its case for re- 
fusing to examine and certify flight attendants? I suggest further that you call 
upon the various personnel who fly our domestic and international airliners. De- 
termine for yourself just who performs what duty under emergency conditions, 
and examine the nature of these duties very carefully. 

I should very much like to be called as a witness at such a hearing, and would 
like to present 8 minutes of film showing conditions as they actually are. 

Sincerely, 
DANIEL J. SAVAGE. 


Mr. Sweeney. On the general question of who should issue the air- 
men certificates, at the hearings this committee had last year, the argu- 
ment was advanced that this amendment was not intended to reduce 
safety, but was intended to shift from the Government to the airlines 
the obligation to train mechanics as well as attendants. 

Is it your view that it is necessary for the Government to issue a 
certificate rather than to shift it to the private organization, such as 
the airlines, to train and qualify their personnel ? 

Mr. O’Connetu. Mr. Sweeney, by the requirements as it was first in- 
troduced—that is, bill S. 2815 of last year—this is the same identical 
bill, except that there is some change known as the Tipton amendment 
in there, which Mr. Tipton introduced last year—it only stated that the 
certificated mechanics employed by repair stations and manufacturers 
would be eliminated from this provision; and then during the hear- 
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ings, Mr. Tipton requested an amendment to eliminate those peopl 
working for the air carriers. 

The bill was passed last year; that is, passed by the House, and it did 
not pass in the Senate. And this bill, Senate bill 308, is the same bill 
as last year with Mr. Tipton’s amendment to include the certificated 
air carriers. 

We feel that the air carriers should not be allowed the 1 respons sibility 
of certifying their maintenance people. There is a great deal in thi 
maintenance procedures in the civil air regulations that the company 
never tells you. They do not have the time. 

I myself am a certificated A and E mechanic, and I am a senior me 
chanic on leave of absence from one of the largest airlines in th« 
world. I have attended m: ny sessions of school with this company, 
but your training with the company is just bringing you up to date 
on the newer equipme nt that is in these air pls anes—pressur ization, ail 
conditioning, auto pilot, and that sort of stuff, 

It is not the basic fundamentals of learning the trade to become a 
mechanic. An. airplane is not like an automobile. When an auto 
mobile stops, you are sitting on the ground; but when an airplane 
stops, it is a long way down. 

It is in the interests of safety, and in the safety record that has 
been built up, that we say that the airlines should not be allowed to 
have this responsibility placed on them. 

I imagine that this is being pushed or supported by the airlines, 
because the Air Transport Division has been a thorn in the side of 
the airlines with filing complaints against the various carriers fo) 
allowing planes to go that the mechanics felt should not have gone. 
and such items as that. 

If this license is taken away, we have no way of protecting ourselves 
and protecting the people that are flying. 

Mr. Sweeney. My understanding is that the Department of Com 
merce would like to get the Government out of business if they could 
without reducing safety. It is at that point that I was trying to get 
your views as to whether it should be issued by a Government agency. 

Mr. O’Connet. Yes, sir; it should. We firmly believe it should. 

Senator Monroney. In other words, if you hold a certificate from 
the Federal Government, even though you terminate your employ 
ment with one airline, you would transfer your abilities and certifi 
cate over to another airline 4 

Mr. O’ConnELL. Yes, sir. 

Senator Monroney. Without certification, these old certificates 
would become valueless ? 

Mr. O’Conneti. Without certification they would become value- 
less ; yes, sir. 

Senator Monroney. And authorization of one skilled mechanic 
that has a license, like from schools, could not go from one airline to 
another, because they would then have their own standards and their 
own people that they themselves had qualified or considered qualified 
for that specialized work, is that right? 

Mr. O’Conneti. Yes, sir, Their A and E license is proof that the 
man is interested, that he has put in some time going to school to learn 
the fundamentals and that he does meet properly the limited qualifi- 
eations. 
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Senator Monronery. How long does he have to work to get an A 
and E license ¢ 

Mr. OUCoNNELL. Going to an accredited school, it takes approxi 
mately 15 months; working on the job, it takes about 2 years. 

The CAA requirement is that a man work in the industry at least 
a year before he can qui alify to take his written examination for either 
the A examination or the E examination. 

Senator Monroney. Even though he graduated from the school 
after 15 months? 

Mr. O’ConneEtL. No, if you graduate from an accredited school, then 
you are eligible to take your tests 

Senator Monronry. Are the ‘re any further questions ¢ 

Senator Scnorpren. Yes, I have one. How many accredited schools 
are there in the country ¢ 

Mr. O’ConnELL. Senator Schoeppel, I am sorry to say that I do 
not know. I only know of six, or half a dozen of the very largest 
schools: Boston University; Embry-Riddle at Miami; Spartan, at 
Tulsa, Oklahoma; Northrop in California; and Parks Air College in 
St. Louis. 

Those are the largest ones that I do know of. 

Senator Monroney. Thank you, Mr. O'Connell, for appearing here 
today. 

Mr. O’Connewt. Thank you, sir. 

Senator Monroney. At this time we would like to continue the 
testimony of Mr. Tipton. We are glad to have you back, Mr. Tipton. 
You may proceed in your own way. 


STATEMENT OF S. G. TIPTON, GENERAL COUNSEL FOR AIR 
TRANSPORT ASSOCIATION 


Mr. Tieton. Thank you. Mr. Chairman and members of the com- 
mittee, I will resume my testimony with my comments on the regula 
tion of international rates. 

Senator Monroney. Very well. 

Mr. Treron. Under present law the power of the CAB to regulate 
rates of American-flag carriers in overseas or foreign air transporta 
tion is limited. In the case of foreign air transportation the Board’s 
power to regulate is limited to the elimination of discrimination in 
rates. 

In overseas air transportation the Board is restricted to fixing maxi- 
mum rates or minimum rates, or both, but it cannot establish the exact 
rate for the carrier to charge. The question of whether the Board’s 
power should be extended to accomplish more nearly complete rate reg- 
ulation in the overseas and foreign field has been debated almost ever 
since the Civil Aeronautics Act was passed. 

Both of the bills before the Committee would settle this argument 
by expanding the Board’s ratemaking power. The Board’s power 
to regulate overseas rates would be identical to that applying to the 
regulation of domestic operations. 

In the foreign field the Board’s power would be extended, but not 
quite to the extent exercised in domestic operations. It would be 
authorized to fix minimum rates in foreign air transportation designed 
presumably to prevent rate or subsidy wars. The Board would not 
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have the power, as it does in domestic operations, to fix maximums or 
the precise rate to be charged. As I stated at the outset, these issues 
have been debated for a long time, and the problem has been made 
more complex by the extensive rate provisions of the bilateral agree- 
ments, as well as by the creation of IATA and its activities in establish- 
ing conference-made rates. As a result, the carrier members of the 
Air Transport Association are not in agreement as to the policy which 
should be applied in this particular instance, and therefore it is not 
possible for the association to makea positive recommendation. The 
carriers concerned will make individual recommendations on this 
subject. 

Let me turn now to a discussion of the principal differences between 
the two bills. 

Now, to discuss definition of “airman”, which was the subject just 
discussed by Mr. O’Connell. Section 5 of S. 308 would amend the 
definition of “airman” as it now appears in section 1 (6) of the act 

\s to permit the Civil Aeronautics Board to exempt from the defi- 
nition mechanics employed by certificated repair stations, by certifi- 
cated air carriers in their maintenance and repair shops, and by the 
manufacturers of aircraft, engines, and so forth. The practical effect 
of this change would be to relieve individuals so exempted from the 
necessity of obtaining airmen certificates under the act. 

S. 1119 does not contain a comparable provision. 

Mr. Chairman, we believe that the change is a good one and should 
be endorsed by the committee. While the requirement of an airman 
certificate is a worthwhile safety precaution in those cases where re- 
sponsibility for the work rests on the airman himself, it seems to be 
superfluous in the case of highly specialized organizations such as 
those developed in an air carrier’s maintenance and overhaul shops. 

The air carrier itself is held responsible for the work done in the 
shops, and for the selection, training, and supervision of the personnel. 
Moreover, the degree of specialization found in such shops makes the 
requirement of an airman certificate for each of the supervisory 
personnel somewhat ridiculous. 

There certainly is no reason, for example, why the man in charge of 
the repair and overhaul of gyroscopic instruments should have to hold 
a certificate as an airplane mechanic or as an engine mechanic. 
Similarly, the man in charge of propeller repair and overhaul is not 
going to be able to perform his functions any better because he 
acquired an airplane or engine certificate many years before. 

His qualifications are subject to more rigid and current tests than 
that. And his continued training and competence are the responsi- 
bility of the carrier. 

We recommend, therefore, that a provision comparable to section 
» of S. 308 be included in the bill which the committee reports out. 

Mr. O’Connell referred to the necessity of maintaining existing 
requirements for continued safety. Of course, the airlines are in 
agreement with him that we do not want to disregard safety, or impair 
our safety record. We do not regard this amendment as having any 
bearing on safety or that it would impair our safety record in any way. 

There are two things that should be noted, in considering the amend- 
ment: First, that it is permissive legislation. The Civil Aeronautics 
oo is given the right to determine whether or not these exemptions 
shall be granted. 
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And, second, in the case of airlines, their line mechanics, the ones 
that work out on the line, cannot be exempted under this. It applies 
only to mechanics that work in the maintenance and overhaul shops 
where the degree of specialization is highest and the degree of super 
vision imposed on the airline by the Civil Aeronautics Administration 
is great. 

did want to emphasize that the provisions here—that is, in S. 
308—is not the one that was dubbed the Tipton amendment last year. 
It is a far more restricted amendment than we considered last year. 

Senator Monroney. Does that amendment allow the Civil Aero- 
nautics Board to exempt certain phases only of the major overhaul 
work, where they are specialized maybe in gyroscope ¢ 

Mr. Tipron. As far as the amendment is concerned, the board would 
have the power if it decided it was wise, to exempt all mechanics in a 
maintenance or overhaul shop. However, they might decide that in 
specific cases, such as the instrument shop or in the case of spark plug 
overhaul, or something of that sort, that it was not necessary there 
but might be necessary in some other phase of the overhaul shop. 

The - xt subject I would like to discuss is assistance to States. 
Section 15 of Senate bill 308 contains a proposed amendment to sec- 
tion 205 (b) of the act. The amendment modifies the existing pro- 
visions of that subsection and adds the injunction that the Board shall 
provide such assistance as may be feasible to the States and other 
political entities in connection with matters relating to the sound 
development of civil aeronautics. 

S. 1119 omits that provision— and we believe wisely. 

The present section 205 (b) adequately provides for cooperation 
by the Federal and State Governments on aeronautical matters. We 
know of no case in which this cooperation has broken down or which 
has indicated any need for imposing an obligation upon the Board to 
provide assistance to the States. 

Moreover, it is difficult to tell from the language of the provision 
exactly what type of assistance is contemplate d, or whether additional 
appropriations would be required. The apparent lack of necessity 
for the amendment, as well as the uncertainty as to its effect, leads 
us to conclude that it should be rejected. 

The next subject is airmail pay and subsidy. 

Senator Monroney. Before you leave that, would that not be in 
connection with zoning and safety regulations immediately surround- 
ing airports and things of that kind for a national policy ¢ 

We are having constant trouble, as you know, with encroachment 
of built-up sections, ends of runways, and schools, and things of 
that kind. 

Mr. Treron. I do not believe as far as that provision is concerned 
that it is necessary. Provision is made in the existing law for co- 
operation between the Federal and State Governments and under 
that there is a great deal of opportunity for cooperation in the solu- 
tion of zoning problems. 

It just does not seem necessar y to make the amendment. 

Now, as to airmail pay and subsidy, both bills contain a complete 
revision of section 406 of the act, which governs the fixing of air- 
nail service rates and subsidy payments. 
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Both bills would provide for the continued separation of mail pay 
and subsidy, and would repeal Reorganization Plan No. 10 of 1953, 
which made subsidy separation mandatory. 

Although the general objectives of the two bills are similar in this 
respect, the detailed provisions relating to subsidy differ. 

If the committee will recall, the subject of subsidy separation has 
been debated on both ies of the Capitol, in the executive branch 
of the Government, and in the newspapers for a period of several 
years. Not only was the controversy an extended one, but at times it 
became also rather heated. 

The basic issue in that debate was decided by Reorganization Plan 
No. 10, which became effective October 1, 1953. 

During the long study of subsidy se par ation, may different views 
were advanced as to how subsidy should be fixed and administered. 
Different views on that subject still prevail, as evidenced by the dif- 
ferences in the two bills before this committee. 

And, I might add at that point the differences in point of view 
which have already been brought before the committee in these 
hearings. 

There are also divergent views within the airline industry as to the 
best arrangements for administering a subsidy program for air 
transportation. 

Against that background, we question the wisdom of reopening that 
debate or of trying to settle it now. Reorganization Plan No. 10 has 
been in effect for only about a year and a half and, while problems have 
arisen during that period, we doubt that enough experience has been 
acquired to point the way to a sounder system of subsidy administra 
tion than that provided for in the plan. 

We do not want to be understood as saying that the present system 
is ideal. Neither do we want to be understood as saying that the 
proposal contained in either of these bills is without merit. 

What we do say is that there are still so many different ideas as 
to how this problem should be handled, we have had so little experi- 
ence under the existing system, and there is so little prospect of ar- 
riving at substantial agreement as to how the present system can be 
improved, that it would be wise to defer further consideration of the 
problem. 

International agreements.—S. 308—referring to section 3 thereof 
ae to add two additional subsections to section 802 of the act. 

Under the proposal, two types of international aviation agreements 
would be permitted only if ratified as treaties. One would be multi- 
lateral agreements generally granting operating rights to foreign gov- 
ernments or foreign airlines; the other would be agreements providing 
for the formation of, or participation in, international aviation 
organizations. 

The proposal contemplates the continued use of bilateral agreements 
for the exchange of operating rights, but would require that such 
agreements be transmitted to the Senate and referred to the appropri- 
ate committee within 30 days after they were formalized. 

S. 1119 contains no such amendment to section 802. 

We see no particular objection to the amendments proposed in 
S. 308. At the present time, so far as we are aware, there is only 
one multilateral agreement of the type which could be affected by the 
new provision, That is the Convention on International Civil Avia- 
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(ion under which the International Civil Aviation Organization was 

created. The convention was ratified as a treaty and is the type of 

wreement which, we believe, would alw: ays be regarded as requiring 
formalities of treaty procedure. 

“The ‘re is no multilateral agreement governing the exchange of op- 
erating rights at the present time. Such agreements have been con- 
sidered in the past and, if the ‘Vv were to be proposed in the future, we 
can see no objection to the requirement that they be formalized : 
treaties. 

The continued use of executive agreements, in the case of bilaterals 
covering the exchange of operating rights, is, we believe, both wise 
and necessary to the preservation of our international relationships 
i aviation matters. We can see no objection to the requirement that 
copies of such agreements be transmitted to the Senate promptly after 
they are formalized. While this matter might well be handled ad- 
ministratively, the Congress may feel that it is desirable to adopt a 
statutory requirement for the deposit of copies of such agreements with 
the Congress. 

Hence, while we are not aware of any real necessity for the proposed 
amendments to section 802, in order to eliminate existing problems or 
prevent recurrence of abuses, we cannot, as I have said, see any objec- 
tion to them. 

The next subject is the imposition of civil penalties for economic 
violations. Section 32 of S. 308 would amend the Civil Aeronautics 
Act so as to provide for the imposition of civil penalties for violation 
of the economic provisions of the act. If, for example, a carrier were 
to fail to file a report on time, it would, under this proposal, become 
subject to a civil penalty of not to exceed $1,000 for each such viola- 
tion. S. 1119 omits any provision for civil penalties in such cases. 

This is an amendment which the Civil Aeronautics Board has asked 
for repeatedly during recent vears, and which we have consistenly 
opposed. The Board has taken the position that, notwithstanding the 
existence of both administrative and criminal remedies for economic 
violations, it needs the additional authority to impose civil penalties 
in such cases. We do not believe that the Board should have that 
authority. Asa practical matter, the authority to impose civil penal- 
ties results in the ex parte determination of many charges of law viola- 
tion. A complaint to the Board, or an accusation by a member of 
the Board’s staff, can result in Lathes to the carrier that it has vio- 
lated the law and that a civil penalty of, say, $100 should be paid. 
The carrier, even though it feels confident that no such violation did 
occur or that the amount of the penalty is excessive for the violation 
alleged, is faced with the choice of paying the penalty, or of having 
to defend a suit brought to enforce the penalty, at an expense prob- 
ably greatly in excess of the penalty itself. The result is that the car- 
riers can be harassed by a succession of penalties, no one of which 
justifies the expense of litigation. We believe that the Board has 
ample authority at the present time to enforce the economic Foe 
sions of the act. We, therefore, favor the approach taken by S. 1119 
on this particular point. 

The next subject relates to amendments to the Railway Labor Act. 
Section 48 of S. 308 would amend section 201 of the Railway Labor 
Act in two respects. First, it would make air contractors, as well 
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as air carriers , subject to that act. Secondly, it would clarify t 
distinction be tween supervisory and nonsupervisory employees und 
the Railway Labor Act. Neither of these amendments is contain 
in S. 1119. We believe the amendments should be adopted. 

The first one would, of course, simply make contract air carrie: 
subject to the Railway Labor Act, so that the labor relations of 
carriers by air would be subject to the same law. 

The second amendment provides a solution to a problem whi 
has been increasingly troublesome in recent years. That is the pro! 
lem arising from the fact that labor unions, under the Railway Labo: 
Act, are entitled to represent, not only the rank-and-file employee 
in particular crafts and classes, but, in many cases, the supervisor 
personnel in charge of those same employees. Thus, for example, : 
station manager at a particular station is, in some cases, represented 
by the same union which represents the employees who work under hi: 
supervision, in spite of the fact that he is the official representatiy 
of the company at that station and is in charge of all of the person 
nel located there. Another example is shop foremen who, in son 
cases, have been included within the same class, for representatio 
purposes, as the employees they supervise. 

The airlines regard this as a thoroughly unhealthy situation and one 
which creates serious administrative and disciplinary problems. It 
was ae such problems as this which led the Congress, in amending 
the National Labor Relations Act, to attempt to draw a clear distinc 
tion between supervisory and nonsupervisory personnel. ‘The amend 
ment proposed in S. 308 follows that pattern and is designed to meet 
the same problem. We hope that the committee will support the 
proposal. 

My next subject, Mr. Chairman, is the Merger Study. Section 5 
of S. 308 directs the Board to make an investigation of possible merge) 
and consolidations which would improve the air-transport system. 
and to report to Congress within 2 years. §S. 1119 contains no com 
parable provision. In this respect, we believe that S. 1119 follows 
the wiser course. 

While the Civil Aeronautics Board has intimated, from time t 
time, in the past, that it had ways of compelling mergers, consolida 
tions, and acquisitions of control which it regarded as desirable, it has 
no authority under the Civil Aeronautics Act to order such combina 
tions. The act properly leaves to the initiative of the carriers the 
formulation of merger and consolidation proposals. Consequently. 
for the Board to undertake a study such as that proposed in S. 308 
could result only in the formulation of a theoretical “master plan” 
for revision of the air -transport route system. 

That the preparation of such a plan would have any ractical re 
sults in effecting consolidations or mergers is extremely doubtful. 
The history of the ill-starred consolidation studies under the Trans 
portation Act of 1920 does not promise substantial results from a simi 
lar project in the air-transport field. 

Senator Scuorpper. Right there, Mr. Chairman, I would like to 
point out that—— 

Senator Monroney. Yes. 

Senator Scnorpren (continuing.) That certainly did not live up to 
anything like the expectations or the beneficial results that were advo 
cated for that study back at that time, did it ? 
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Mr. Treron. It certainly did not. 

Senator Scnorpre.. Have times and have conditions changed so 

aterially from back there to the present time that we could expect 
iny other type of result? What is your judgment on that / 

Mr. Treron. Senator Schoeppel, I think that the chance of this 

erger plan being effective is actually less chance than the chance of 
the proposal back in 1920, because the railroads at that time had well- 
established systems even in 1920. 

The air-transport system is still in the stage of development, and 
onsequently I would say that far from the situation having been 
hanged to favor the success of a merger plan, times have changed 
to indicate that the chances are even less favorable. 

Senator Scnoerren. Thank you. 

Sentor Monroney. You may proceed. 

Mr. Tirron. Moreover, it should be recalled that the Civil Aeronau- 
tics Board has, for at least the past 7 or 8 years, been offering en- 
‘ouragement to the carriers to come forward with proposals for 
mergers and consolidations. There have been some results, but there 
has not been the wholesale revision of the air-transport map which 
has at times been suggested to be desirable. 

We are inclined to view the study proposed by S. 308 as a luxury 
which the industry and the Government can ill afford. In our view, 
the talents and energies of the Civil Aeronautics Board and its staff 
could be much more usefully employed in reducing existing backlogs 
ind in more prompt and efficient discharge of its present responsi- 
bilities: 

It would be our recommendation that this provision be dropped, 
as it was in 8, 1119. 

Senator Monroney. In other words, Mr. Tipton, you feel that the 
natural development of the air pattern would show up at certain times 
merges that might be logical for economy in operation and reduction 
of subsidy, is that correct ? 

Mr. Tipron. That is exactly right, Mr. Chairman. 

Senator Monroney. And that the Civil Aeronautics Board under 
its route structure can, if merger does not seem to be the way, improve 
the position of any one of the trunklines now certificated by giving 
them additional mileage, additional terminal points, and things of 
that kind, which would help to alleviate some of that distress ¢ 

Mr. Trrron. That is exactly right; not just the trunklines but the 
local lines and any other lines for which they have existing certifi- 
cates, 

Senator Monroney. Yes. 

Mr. Treron. The next subject deals with the Declaration of Policy. 
While both bills propose amendments to the declaration of policy 
contained in section 2 of the Civil Aeronautics Act, S. 1119 omits one 
paragraph which would be added to the declaration by S. 308. Under 
that paragraph, “the maintenance by the United States of the greatest 
possible influence at all times in world aviation” would be added to 
the list of objectives which are declared to be in the public interest. 

In the light of existing conditions, it would be both constructive 
and timely for the Congress to declare specifically that the mainte- 
nance of the United States position in world aviation is a national 
objective which should be vigorously pursued. 
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Amendments to section 801,—S, 1119, section 27, contains a pri 
posed amendment to section 801 of the Civil Ae ronauties Act whi 
has no counterpart in S. 3808. Un der that pro\ ision, the President 
power over certificates authorizing overseas air transportation—fo1 
example, between the | nited States and its Territories- would | 
eliminated entirely, and his power over international route authoriza 
tions would be limited to those cases which, in his opinion, affect om 
national defense or foreign policy. In those cases the President woul 
be “requested” to report to the Congress 

The question as to the proper aa of the President's authorit 
over international and overseas air-tr: insport oper: itions has been t] 
subject of considerable controversy ever since the Civil Aeronauti: 
Act was first considered. Even after the adoption of the act, the 
debate continued and, it will be recalled, provoked litigation whi 
reached the Supreme Court in one case. The imports ince of the que 
tion certainly cannot be minimized. It is one, however, on whic! 
the Air Transport Association is not free to take a position, sine 
our member carriers are still studying the provision and have not vet 
advised us of their views. 

This concludes our discussion of the bills as they were introduced 
Let me turn now toa discussion of the various amendments to ». 1119 
which have been proposed by Senator Magnuson. 

Supplemental service air carriers. One amendment would authoriz 
the creation of a new class of carriers called supplemental service ai! 

riers and permit the Board, in the case of such carriers, to regulat: 
their schedules, equipment, facilities, and accommodations. At the 
present time, the fourth sentence of section 401 (f) of the act prohibi {s 
the Board from including in a certificate of public convenience and 
necessity any terms or conditions which- 
restrict the right of an air carrier to add to or change schedules, equipment 
accommodations, and facilities for performing the authorized transportation and 
service as the development of the business and the demands of the public shal! 
require. 

We regard this amendment as completely unsound and unnecessary 
In effect, what it does is to permit the Board to paste a label on new 
‘arriers and, simply by doing so, to increase its own authority to inter 
i in the management of their business. Stated differently, by call 
ing a carrier a particular name—a name which is otherwise undefined 
and largely meaningless—the Board acquires additional powers which 

Congress has said it should not have. 

The nub of the issue raised by this amendment is the soundness of 
the fourth sentence of section 401 (f) that I quoted above. In it. 
Congress told the Board that it must not try to tell the carriers what 
kind of equipment, or how much equipment, they can operate in per 
forming the service authorized by their certificates. It seems perfect] 
clear to us that the Board ought not to be permitted to dictate on such 
matters. 

The same thing is true of schedules. The amount of service to be 
performed in order to meet the demands of the public and to ere 
the competitive position of the company is a decision which should 
be left to private management in the air transport system—if any dis 
cretion is to be left to private management in the air transport system. 

It seems to us that the whole histor v of the nonse heduled experiment 
has demonstrated the soundness of this provision in the law and the 
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nwisdom, if not the impossibility, of attempting to regulate by gov 
ernment fiat the schedules of air carriers. 

For the Board to atte mipt to hey, er: a limit on the amount of service 
to be conducted by a carrier by limiting the schedules which it can 
operate, flies in the face of the basic economics of air transportation. 

The policy presently incorporated in section 401 (f) is one which 
this country has supported in all of its international negotiations, 

here it has resisted the demands of foreign governments for fre 
quency limitations in the bilateral agreements. Only afew months ago 
- Gove rhnment permitte “1 the bilateral agreement with India to ter 
inate rather than agree to an amendment which would have permit 
ted [India to fix schedules. 

This amendment is not hecessary ) provi ide fair treatment to ir- 
regular carriers. With the change in ae first sentence of section 401 
(f) proposed in both bills, along with another change I will suggest 
in a minute, the Board will have ample authority to specify the 
spec ial types of operations for which a carrier may be certificated. 
Under similar language in the Interstate Commerce Act, the Com 
mission has found no particular difficulty in certificating dozens of 
specialized operations to meet the special needs of the public. The 
Board should not have the authority to tell a carrier what kind of 
equipment it may use in performing oper: a of a special nature, or 
how much service it may operate, any more than it should in the case 
of general operations. We feel sure that the Board will be able to 
describe and authorize special or supplemental operations without 
exercising that kind of control. The amendment should be rejected. 

Senator Monronry. That specification as to schedules in the bill 
would apply only to the supplemental service carriers, would it not? 

Mr. Tirron. That is right. 

Senator Monronry. Does the Board have the 
schedules of the regular certificated airlines at t 
They do have, do they not 4 

Mr. Trrron. The Board has no power to restrict the schedules of the 
certificated carriers. The sentence in section 401 (f) of the act that I 
referred to forbids the Board to restrict the right of the carrier to add 
to or change schedules. 

They have an indirect power to affect the schedules all right, by 
their power to direct adequate service in that if a carrier is operat- 
ing 

Senator Monronery. Is that not the same thing? I mean, if you 
have one schedule coming in to a good-sized town, it would be inade- 
quate service and, actually, the only way that would be relieved would 
be by a change in the schedule. 

Mr. Tieron. To a certain extent; in the first place, the Board can 
only do it if the carrier fails to provide adequate service; and in the 
second pli ice, it is not a control over maximum service; it is a control 
over minimum service. 

They can require them to put on a minimum number of schedules 
in order to provide adequate service, but they cannot say you can 
only put on so much 

The other day we discussed my next subject, the competition 
amendment; and today I should like to give my complete testimony 
on that matter 


ight to insist on 
11S present time ¢ 


l 
i 
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Another amendment proposes to rewrite certain paragraphs of the 
declaration of policy contained in section 2 of the act, and to put a 
reverse twist on the provisions under which certificates of public con 
venience and necessity are issued. Under the amendment, the Board 
would be directed to issue certificates to all applicants unless it found 
that they were not fit, willing, and able, or that the public convenienc: 
and necessity would not be served. 

At the time Senator Magnuson announced his intention of propos 
ing this amendment, he made it clear that he was proposing it by 
request and was not personally endorsing it. His interest was in 
having the various points of view on the amendment before the com- 
mittee. 

Let me say, first, that I am not at all clear, either as to what pur- 
pose this amendment was intended to serve or what practical effect 
it would have in the administration of the act. On the face of it, it 
appears to depart completely from the. usual type of public utility 
certificate provision. All of the public utility regulatory stat- 
utes which we have examined authorize the issuance of certificates to 
applicants only when a public need for the service is found to exist 
by the regulatory agency. This amendment, as I indicated before, 
puts a reverse twist on that test and tells the Board that it must certif- 
icate an applicant unless it finds that public convenience and necessity 
would not be served. 

It may be that the authors of this proposal intended to establish a 
system in which the public need for additional service would not be 
considered in acting upon applications for certificates to engage in air 
transportation. Possibly they had in mind a licensing system such as 
that in effect for lawyers, doctors, and other professional people, where 
only the qualifications and the character of the applicant are exam- 
ined, but where no attention is paid to the question as to whether there 
is any need for more lawyers and doctors. If that is what they had 
in mind, they did not go nearly far enough in their amendment. If 
the need for service is to be determined solely by competitive factors 
and the ability of the competitors to survive—in other words—if 
primary reliance is to be placed upon competition, rather than regula- 
tion, to accomplish the national objectives in this field, then large seg- 
ments of the Civil Aeronautics Act ought to be repealed. There would 
be no justification for superimposing upon such a system the kind of 
public utility regulation presently provided for in the act. There 
would be no occasion for, and no justice for that matter in, permitting 
the Board to regulate rates. There would be no necessity for relying 
upon the Board to instre adequacy of service. Rather, the Board’s 
functions should be limited to passing upon the qualifications of ap- 
plicants, licensing those which it found qualified, and then simply 
acting as a referee to make sure that unfair methods of competition 
were not employed. If the certificate provisions of the law are to 
be turned into a mere licensing procedure for qualified applicants, 
then the other public utility features of the law should also be repealed. 

On the other hand, if the amendment was intended to preserve in 
the Civil Aeronautics Act some vestige of a public utility type of con- 
trol upon entry into the business, it is hard to see how it could result 
in the authorization of much more new competition than the Board 
has felt justified in adding under the present law. 
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There is no question but that the Board has, during the past 15 
years, piled competition on competition. Thirty-nine new carriers 
have been added to the system; existing carriers have been expanded 

1 both the domestic and international fields. The operations of many 
foreign-flag carriers have added competition in the foreign field. At 
the present time there is more competition among the certificated air- 
lines than exists in any other form of transportation. Three airlines 
operate between New York and Los Angeles, and New York and San 
Francisco. Four airlines operate between New York and Chicago, and 
Washington and Chicago. Three airlines operate between Boston and 
New York, and New York and Washington. ‘Three airlines compete 
between San Francisco and Los Angeles. Since 1938 the Board has 
authorized additional competition over 55 of the 100 top traffic routes 
in the country, and in many of those cases it did not add just 1 car 
rier, but 2 or 3 carriers. The result was that in 1953 92 percent of the 
traffic moving over the 50 more heavily traveled routes in the country 
was subject to direct competition between 2 or more certificated air- 
lines, and more than 60 percent of all the traffic in the United States 
was subjec t to such ¢ ompetition. 

But it may be that the authors of this amendment were not really 
interested in how their amendment would be construed if enacted. 
They may have been more interested in trying to reinforce the allega- 
tion so persistently made by the nonse heduled groups that the present 

‘transport system is not really competitive, but rather is a gigantic 
sntaieieale, That, of course, is just so much nonsense, and has no more 
factual basis than would the assertion that the grocery stores in Wash 
ington have a monopoly of all the grocery business in Washington. 
That charge was carefully examined by the committee dur: ing the hear- 
ings last year. A mass of evidence was produced, and the committee 
will find in the staff study an analysis of the charges and the evidence. 
Pages 31 to 39 of the staff study deal with that particular issue. 

In this connection also, the committee should look at the actions of 
the certificated carriers and inquire whether they are the actions of 
monopolists. What caused Capital Airlines to spend about $60 mil- 
lion on a new fleet of turboprop aircraft? What caused the other 
airlines, since the war, to purchase in rapid succession the Convairs, 
the Martins, the Boeing stratocruisers, the DC—6’s and 7’s, and the 
various series of Constellation aircraft? The obvious reason is that 
competition in this business is vigorous, and sometimes violent. If it 
had not been for the intense competition for traffic, the carriers would 
undoubtedly have been content to operate the relatively cheap, obso- 
lete equipment which was available in such quantities from surplus 
at the end of the war. 

As another example, does the recent advertising battle over trans 
continental, nonstop schedules sound like the advertising of carriers 
who are content to relax and enjoy their monopoly ¢ 

That line of argument, in which the nonscheduled carriers still per 
sist, is, to my mind, evidence of real desperation. To try to win an 
argument simply by calling your opponents a bad name is a >retty 
wood sign that there is something lacking in the position you are 
trying to put forward. 

Whatever the purpose was of the authors of this amendment, it 
should not be adopted. 


62505 Dn 17 
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Mr. Chairman, I would like to emphasize in this connection on 
point which has arisen, with some additional thought of the testimon) 
of Mr. Maclay and a review of the testimony of Mr. “Johnston yesterday 

On review of that testimony, it seemed to me that the difference: 
here between the approach of the scheduled airlines and their posi 
tion before this committee and their arguments before this committe 
and the position of nonscheduled air line’ on these various amendment: 

boiled down to a difference of opinion of the function of the non 
scheduled airlines and their character. 

In regard to that, Mr. Johnston says that the industry is one of 
long-haul, high-volume traffic, and the ‘vy regard that as the major rok 
of the air transport system; and that the air transport system shoul 
be geared to meet that particular need of the country. 

That led, for example, North American to the conclusion that ain 
lines are not public utilities and led them in their application fo: 
certificate of convenience and necessity to the Board, which includes 
5 major routes, extending, and practically blanketing the United 
States, to include in those routes only 23 points, most of them being 
the outstanding air traffic points in the country. 

It led Mr. Johnston of ACTA to take the position that the long 
hau] passenger is the best customer of the airlines, and that he is th 
one that should be catered to. 

That led him to criticize the principle which applies in practical! 
terms for air transportation, as well as the railroads and other forms 
of transportation, that the profits from larger cities with higher 
volumes should be used to support the smaller cities with lowe: 
volume. 

It also led him te say the local service airlines are relatively un 
important as compared to the nonscheduled airlines. It is not surpris 
ing that that should be the concept of the air transport system whic! 
is urged by the nonscheduled airlines, because in their experience they 
have not been required to engage in anything but long-haul, high 
volume service. 

And, therefore, it could be expected, I take it, that they would regard 
that as the major load of the air transport system. 

Following this concept, then, their position with respect to othe: 
matters falls logically into place. They could properly say, “If that 
is the role of air transportation, then it is really not a public utility 
because it would not be assuming public utility obligations.” And, 
it would be quite proper, if that is the role of air tr ansportation, to 
have unregulated competition established without a showing of publi 
need. 

On the other hand, you have the approach of your scheduled air 
lines, that they are not satisfied to regard the air transportation sys 
tem’s contribution as that limited— ~just to the long-haul, high- volume 
operation—but they believe that it is necessary to give service as widel) 
as possible; and it is unnecessary to deny air service to short-haul 
passengers or smaller towns. 

They believe that air carriers should cater to the long haul all right. 
and I believe they are doing it very well with the DC-7 and Constella- 
tion nonstops, the 1- or 2-stop coac h service at 4 cents a mile. 

I think we are doing a good job in catering to the long haul. 
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Sut in addition to that, there is some responsibility for short- hauls 
and smaller towns also. That leads the scheduled airlines to regard, 
for example, the local service airlines not as unimportant, but as tre- 
mendously important parts of the air tr ansport system, because they 

re specializing in bringing air transportation to the short-haul pas- 
senger and to the small city. 

They regard the helicopter operations, which are brand new—having 

started some time ago, I do not think you can say they are brand new, 
but they are pioneering a brand new type of air transport operation. 

That leads the industry to urge that the industry is a public utility. 
because it does assume public utility obligations in serving the small 
cities and the short ao and it likewise leads the industry to urge 
that additional competition not be added to the industry, to the sys- 
tem, without a finding that there is a public need for it. 

That position is taken in order to maintain the balance between the 
high volume service and the service to the smaller cities, the low 
volume. 

From the standpoint of all the people in the United States, we think 
that the position taken by the scheduled airlines is the right one, and if 
that concept is the right one, then these positions that the airlines are 
public utilities and that additional service should be granted on a show- 
ing of public need necessarily go along with that concept. 

We hope that that concept will be maintained in the act, and that it 
will be strengthened and enforced. 

I now turn to the proposal discussed this morning: free and reduced 
rates for ministers. Senator Magnuson has also proposed an amend- 
ment which would permit the granting of free and reduced rates to 
ministers of religion This proposal has been before the Congress for 
several years, and we have reluctantly, but névertheless consistently, 
opposed it in the S ast. We must continue to oppose it. 

In adopting the Civil Aeronautics Act in 1938, Congress deliberately 
ean the wide open policy on passes which had prevailed under 

» Interstate Commerce Act. The draftsmen of the 1938 act went 
uae the long list of people who may be granted passes by the sur- 
face carriers and crossed out virtually the entire list. This proposal 
is the first one which has been seriously made to start adding to the list. 

While we would be the first to admit that ministers of religion are 
entitled to special consideration in their communities, we do not see 
how it would be possible to grant them this type of consideration with- 
out also giving it to the other people who can obtain passes under the 
Interstate Commerce Act. How can one say that ministers of religion 
should be entitled to passes, and that YMCA secretaries, teachers, in- 
digent, destitute, and homeless persons, inmates of soldiers and sailors’ 
homes, and many others, should not be / 

Even if considered without regard to its long-range implications, 
this proposal would create serious problems for the air carriers. The 
railroads have found it necessary to set up special bureaus to deter- 
mine who is entitled to be regarded as a minister of religion for pass 
purposes. Moreover, we are informed that 2 of the railroad passenger 
associations, in 1 recent year, issued more than 70,000 pass books to 
ministers of religion, each of which contained 100 coupons. 
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I should interject at that point to express our appreciation to M: 
Hoge, I believe it was, who brought to the committee detailed and 
accurate information on that subject. 

[ will say that I will regard the statement I just finished giving as 
subject to correction by that testimony. 

The airlines could not shoulder burdens of those dimensions with 
out. help, and the help would have to come, ultimately, from highe: 
rates and fares for other traffic. 

But, as I have indicated, the greatest danger in the proposal is i 
iis long-range implications. We simply cannot believe that Congress 
would grant ministers of religion privileges which they would with 
hold from other groups of the types mentioned in the Interstate Com 
merce Act. Thus, the amendment before the committee would be the 
initial leak in the dike. In due course the break would widen and the 
flood would follow, with all of the objections and abuses which Con 

gress sought to avoid in 1948. 

We hope that the committee and the Congress will not approve this 
amendment. 

I would like to interject a comment here about the testimony given 
previously this morning. He indicates that the Civil Aeronautics 
Koard had rejected applications for passes from many classes, in his 
opinion, to protect the interests of the airlines. 

Actually, in writing the law and in administering the law, the in 
terests of Congress and the Board have been considerably broader than 
the interests of the airlines. 

The Congress and the Board have been interested in eliminating dis 
crimination by the airlines between persons and localities. That is 
the basic reason for holding so tight onto the privilege of granting 
free or reduced rate transportation. 

I would say it ts not to save the airlines anything, but to prevent 
the airlines from falling into the practice of discriminating betwee: 
people. 

He referred to the fact that the airlines already gave reduced rates 
and passes to their employees and to travel agents. The passes fo! 
employees, which are authorized under the statute, are one of the 
privileges that comes with being an employee. 

It isa fringe benefit, so to speak, and is attributable to the employee. 

So far as travel agents are concerned, they get special treatment onl) 
in the international field. That results from the necessity in the inter 
national field, since the agents sell a large percentage of international 
travel, to indoctrinate those : agents as to what the *y are selling. 

Senator ScHorpren. I would like to ask a question of Mr. Tipton 
here, Mr. Chairman. 

Senator Monroney. Certainly, Senator Schoeppel. 

Senator Scnorrre.. If that is the case, how do you harmonize the 
views to fit those of the airlines who were willing to make a reduction 
to the duly accredited ministerial profession { 

Apparently there were two major airlines that agreed to make redu: 
tions. By that it would seem to me to say that that rate would be 
so discriminately used and limited to a certain professional type 01 
legitimate type of ministerial memberships that it would not be 
come an undue burden, unless you put it strictly on the basis that it 
would be a discrimination which someone might question and have 
litigated in the courts, and then may throw the bars down, that is. 
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Mr. Tieton. That virtually is our position, Senator Schoeppel. Sev- 
eral years ago, it is perfectly true, as some gentleman testified yester- 
day, at nae one of the airlines proposed to the Civil Aeronautics 
Board that it provide reduced rates for the clergy. 

Since that time, in considering this legislation as a matter of fact, 
one problems arising out of the selection of one class for spec ial treat- 

nent have been considered by the airlines, and I have been instructed 
by the airlines to appear here and say what I have. 

Of course, We want to emphasize that this is not the airlines against 
the ministers. We would certainly not take that position; but it is a 
much broader point of view of avoiding discrimination with respect 
to one class. 

Does that answer your question, Senator ¢ 

Senator ScnoEerreL. That answers it ina general way, yes. 

Mr. Tipron. Subsidy administration. There is, as the committee 
knows, an additional amendment proposed by Senator Magnuson 
which deals primarily with the administration of mail pay and sub 
sidy. In view of the position we have already taken on the provisions 
of the two bills relating to that subject, we she all not discuss the amend- 
ment. 

There are two additional problems which we should like to call to 
the committee's attention. 

Senator Monroney. Your idea is to leave the subsidy separation 
alone ¢ 

Mr. Treron. Yes, sir. 

Mr. Sweeney. Mr. Tipton, there is a second part of the section 
dealing with section 408. Do you have anything to say on that ¢ 

Mr. Tirpron. Unfortunately, I am not in position to take a position 
on that. The airlines are still studying that, and I cannot state a 
point of view with regard to it. 

I would hope before the record is closed by letter or other com- 
munication to take a position on that. 

Area certificates —The first relates to the authority of the Civil 
Aeronautics Board to issue what have come to be known in the indus- 
try as “area certificates”; in other words, certificates of public conven- 
ience and necessity which authorize operations within or between gen- 
eral areas, rather than between designated terminal and intermediate 
points. The Board’s authority to issue such certificates has been de- 
bated off and on for a number of years and the Board has, in some 
cases—notably cases involving Alaskan carriers—issued area certif 
icates. At the same time, the Board’s authorit y to do so has been hotly 
contested in other cases. The examiners, in the report recently issued 
in the large irregular air carrier investigation, concluded that the 
Board does not have the power to issue area certificates authorizing the 
performance of charter services. As a result of their conclusion, the 
examiners recommended that the Board issue exemptions for such op- 
erations, in lieu of the certificates applied for. 

We believe that the question as to the Board’s authority to issue 
rea certificates should be settled. Rather than leave it as a subject 
for litigation, we recommend that Congress clarify the Board’s au- 
thority by amending the act. Inasmuch as we are not aware of any 
considerations which would dictate the conclusion that area opera- 
tions are inherently uneconomic or damaging to the air transport 
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system, we suggest that section 401 (f) of the act be amended to make 
it perfectly clear that the Board does have authority to issue area 
certificates. We have prepared a draft of amendments to accomplish 
that purpose which we shall be glad to make available to the com 
mittee for its consideration. 

Senator Monronry. That would be particularly important in con 
sideration of freight, would it not, where you would not have a regu 
lar accumulation of freight sufficient for a freight stop regularly, but 
they would stop on a flag ‘b: isis ? 

Mr. Tipton. I think that is particularly important, and particu 
larly in the case of certificating charter operations, where the opera 
tor under the certificate is to conduct charter operations. 

It would be very difficult there to say that he must operate h 
charter between a pair of points or several pairs of points, because 
his charters may run in all directions. 

Consequently, when certificating a charter operation, area specifica 
tions might be preferred. 

Mr. Sweeney. Would you limit it to charter operations, or would 
this new authority be quite general / 

Mr. Tirron. The amendment which we have drafted, and are stil! 
reviewing, for presentation to the committee would be of genera! 
applicability and would not be restricted to charters. 

Mr. Sweeney. Would it be applicable to the metropolitan heli 
copter services, or something of that nature? 

Mr. Trreron. I have a statement to make on the helicopter services 
which I think will answer your question completely. 

There is one special problem in connection with area certificates 
which I should like to mention. That concerns the three helicopte: 
operators. Their certificates authorize service over routes between 
designated points. However, because of the highly experimental 
nature of the operations and in ordet to permit maximum flexibility. 
the Board issued, in addition to the certificates, an exemption unde 
section 416 of the act which would permit the carriers, with the con 
sent of the Post Office Department, to modify their service-patterns 
within designated areas. 

Section 20 of S. 1119 might have the effect of terminating those 
exemptions a year after the effective date of the amendment. Sec 
tion 23 of S. 308 would permit continuation of the exemptions as 
long as the helicopter operators do not place in service aircraft 
having a maximum gross takeoff weight of not more than 12,500 
pounds. However, these carriers desire to use larger aircraft as soon 
as such aircraft are available and, consequently, the effect of S. 50s 
might also be to terminate the exemptions when such aircraft went 
into service. 

Moreover, since these exemptions were issued in conjunction with 
certificates of public convenience and necessity which are temporary 
and which will be coming up for renewal, it would be a hardship on 
the operators to require them to go through separate certificate pro 
ceedings simply for the purpose of converting their exemptions into 
area certificates. This problem can be dealt with rather simply, we 
believe, from a drafting standpoint and the draft of amendments 
which we have prepared will take care of the problem. 
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It seems clear that it should be taken care of, to ott either an un- 
necessary interference with the helic opter exper iment, or the imposi- 
tion of an additional burden on these carriers. 

Mr. Trpron. Does that answer your question, Mr. Sweeney ? 

Mr. Sweeney. Yes. 

Mr. Tipron. The last problem I would like to present to the com- 

mittee is air traffic control responsibility. There have been increasing 
signs in recent months that the basic responsibility for providing air 
traffic control throughout the United States needs to be clarified by law. 
At the present time, the Administrator is authorized by section 302 of 
the act to provide facilities and personnel for traffic control purposes. 
rhere are many locations, however, at which the military services pro- 
vide their own traffic control, and, in some cases, the military traffic 
ontrol extends into areas where there are substantial numbers of 
ivilian operations. As a result, there are overlaps between civilian 
ind military traffic control in some areas, and there are other areas in 
which the Civil Aeronautics Administrator has, in effect, delegated 
to the military services the job of providing whatever traffic control 
is provided. 

We do not have a sufficiently detailed knowledge of the facts to feel 
justified in suggesting any specific solution to the problem. We do 
believe that potentially, at least, the problem is a serious one. It would 
be our suggestion that the committee undertake to ascertain the facts 
from the Civil Aeronautics Administration and the military author- 
ities, and with them in hand determine whether legislative action is 
required, 

[ am embarrassed, Mr. Chairman, not to be able to suggest a solu- 
tion in that instance, but we just do not have the facts to do it. 

That concludes my statement, Mr. Chairman; but I would like to re- 
quest permission to file for the record a statement commenting on the 
amendments which have been suggested here. There have been a num- 
ber of statements presented this week that we have just not had time 
to analyze and comment on. 

Rather than request the committee for additional time to testify be- 
fore the committee. I would like to have permission to put in a 
iemorandum on that subject. 

Senator Monronry. That will be granted without objection. We 
would also like to know if the committee desires to have you return for 
further elaboration, we may ask you to appear back again. 

Mr. Treron. I would be very glad to appear again at any time the 
committee wants me. 

(The above-mentioned document is to be inserted later by the com- 
mittee.) 

Senator Monroney. Senator Bible, do you have any questions ? 

Senator Bratz. No, Mr. Chairman. 

Senator Monroney. Senator Schoeppel / 

Senator Scnorpret. No, 

Senator Monroney. Mr. Sweeney? 

Mr. Sweeney. Mr. Tipton, ] would like to be certain that your ad- 
ditional comments will include comments on those offered by the Air 
Force. 

Mr. Tipron. I would probably do so. I do not have a copy of the 
\ir Force amendments yet. I am sure we will want to comment on 
the Air Force suggestions. 
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Mr. Sweeney. I have one fundamental question to ask on your dis 
cussion of the position of the airlines as a public utility. How do you 
square that concept with the statement you made a few minutes ago 
that you do not feel the law should require the airlines to extend serv- 
ice when the Civil Aeronautics Board finds it desirable to do so? 

It seems to me that you would accept that as one of the obligations 
of being classified as a public utility. 

Mr. Treron. I think the obligation of a utility is to serve the area 
for which he has authority and to serve it well and to provide adequate 
service for it. 

The question involved in the extension of service is whether there 
shall be imposed a further obligation on this particular public utility 
not only to do that with respect to the services he is voluntarily under- 
taking to perform but also with respect to the services that may be 
foisted on him without his consent. 

[t was our thought that even though the carriers have no objection 
and willingly carry out their obligations on their routes, they have, 
we believe it is just going too far to say that you must assume those 
same obligations with respect possibly to very extensive new opera- 
tions. 

Mr. Sweeney. Of course, we have one example now, I believe, of one 
major airline refusing to put in service to serve intermediate points to 
2 or 5 cities upon order of the Board. 

Mr. Tipron. I think that is a very special problem, which I am not 
sufficiently familiar with to comment on. I think it arises out of a 
form in which the particular certificate was granted which made it : 
completely uneconomic operation. 

I think that is a good example of the instance in which a carrier could 
be directed to operate a route, which its studies have indicated would 
just not work. 

Mr. Sweeney. It has always been my understanding that there is 
certain power in the Board in the section 401 (h) to modify certifi- 
cates, perhaps to provide additional services. 

Mr. Tirron. I think you are right: I think there are powers in the 
Board under 401 (h) to amend a certificate to require some additional 
operations, but I regard that as a very limited power. 

Mr. Sweeney. It is your position that the power of the Board should 
not be extended beyond its present power and that to do so it is not 
necessary under your concept of the airlines as a public utility ? 

Mr. Sweeney. That is right, to the extent that the new amendment 
would go beyond the present power, we believe it goes too far. 

Senator Monroney. Do you have any further questions ? 

Senator ScHoEPPEL. No. 

Senator Breie. No. 

Senator Monroney. Thank you very much, Mr. T ipton. 

The Committee will stand adjourned until Monday morning at 
10: 00 o'clock. 

(Thereupon, at 12:03 p. m., the committee was adjourned to recon- 
vene at 10 a.m., Monday, May 1, 1955.) 





CIVIL AERONAUTICS ACT AMENDMENTS OF 


MONDAY, MAY 2, 1955 


Un irep STates SENATE, 
COMMITTEE ON INTERSTATE AND ForREIGN COMMERCE, 
SUBCOMMITTEE ON AVIATION, 
Washington, Pe. 

The subcommittee met, pursuant to adjournment, at 10 a. m., in 
room G-16, United States Capitol, Senator A, S. Mike Monroney 
chairman of the subcommittee), presiding. 

Present : Senators Monroney, Schoeppel, and Payne. 

Senator Monroney. The Subcommittee on Aviation will be in order. 

We appreciate very much, Mr. Rothschild, your appearing here 
before us today and we deeply appreciate your giving us your state- 
ment in your own way. 


STATEMENT OF HON. LOUIS S. ROTHSCHILD, UNDER SECRETARY 
FOR TRANSPORTATION, DEPARTMENT OF COMMERCE 


Mr. Roruscuitp. Mr. Chairman, I have a statement here which has 
been filed with the committee and with your permission I should like 


to reac it. 

Senator Monroney. You may proceed. 

Mr. Roruscuitp. The Department of Commerce appreciates this 
opportunity to present its views with respect to S. 308 and S. 1119, 
bills to amend the Civil Aeronautics Act of 1938. These bills deal with 
the promotion and regulation of the aviation industry—a subject of 
vital importance to the Nation’s economy and defense. It is a sub- 
ject in which this Department has a major interest, both because of our 
direct operating and enforcement responsibilities in the aviation field, 
and because of our more general interest in overall transporation 
policy. 

Recent trends in air transportation provide renewed evidence of the 
remarkable vitality and growth potential of this industry. Traffic 
and earnings are increasing at a rate which exceeds even the more 
optimistic expectations of a few years ago. Subsidy needs are grad 
ually declining. ‘The dynamic nature of this industry makes it espe- 
cially appropriate to review periodically the basic statutes in this field, 
to make sure they are properly adjusted to current conditions. 

soth of the pending bills propose omnibus revisions of the Civil 
Aeronautics Act, affecting in varying degree all of the main sections 
of that law. We believe that each bill contains m: iny desirable pro- 
visions. In particular, we favor the general objectives of those por- 
tions of the bills which deal with airline subsidy, contract carrier regu- 
lation, control over international rates, and the regulation of supple- 
mental air services. 
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There are also a few proposals in these bills which we regard as unde 
sirable. On the whole, however, we believe that these bills provide a 
generally sound approach toward modernizing the present statute. 

It is evident that the development of these legislative proposals 
has benefited from the extensive hearings held by this committee last 
year on S. 2647. Careful attention seems to have been given to the 
varying opinions expressed in those hearings by the sever: ral segments 
of the industry and by the Government. As a result of this previous 
effort the present bills provide a considerably advanced point of de 
parture for the deliberations of the committee in the present Congress. 

In the interest of brevity, we are limiting comments in this state 
ment to the more basic policy y issues contained in this legislation. In 
addition, with your permission we should like to submit separately, 
for your consideration, written comments discussing in greater detail 
the specific provisions of the two bills. 

Senator Monroney. We appreciate that and we will just file those 
for the record at the end of your statement. 

Mr. Roruscutip. All right, sir. 

Subsidy provisions: S. 308 and S. 1119 propose important changes 
in the subsidy provisions of the present act. Although differing in 
detail, both bills would effect a statutory separation of subsidy from 
service mail payments, and would thereby make more complete the 
administrative separation already accomplished by Reorganization 
Plan No. 10 of 1953. We believe that such statutory separation of 
subsidy is desirable. Reorganization Plan No. 10 represented a major 
improvement in the administration of this program, but it was recog- 
nized from the start that this was not a complete substitute for a 
full legislative subsidy separation. 

Both bills would also make other changes in present subsidy ar- 
rangements. They would, for example, authorize the Civil Aeronau- 
tics Board to enter into multiyear contracts for the payment of sub 
sidy. We favor, in general, the concept of subsidy contracts in this 
field. We believe that, under suitable circumstances, such contracts 
can permit more orderly future planning for both the carriers and 
the Government. 

While we therefore agree with the basic intent of the subsidy sec- 
tions of these bills, we believe that both require some modification of 
their specific provisions. We should like to submit our suggestions 
for this purpose in our supplemental statement. 

More generally, it is our view that these omnibus aviation bills 
provide a timely opportunity for considering additional changes in 
the subsidy concepts of the Civil Aeronautics Act, to bring this pro- 
gram into proper relationship to the industry’s present stage of de- 
velopment. By way of background, we should like to make clear 
the Department’s views regarding the desirable approach toward 
subsidy in this field. 

We do not believe that subsidy in itself is necessarily undesirable. 
There are times and cireumstances which justify Federal financial 
aid as the only way of assuring the realization of important national 
objectives. The Federal funds thus far spent for airline support 
have helped to make possible the industry’s spectacular development, 
with its consequent benefits to our economy and defense. 

However, it must also be recognized that subsidy, in its very nature, 
represents a governmental intervention into the normal workings of 
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our competitive economy. While such intervention may be neces- 
sary under appropriate conditions, it. is obviously desirable that the 
Government minimize its assistance just as promptly as the industry’s 
development will permit. 

In our opinion, the subsidy provisions of the present act are too 
broad, partic ularly in that they leave mail-carrying airlines eligible 
for such aid regardless of their degree of development. Both S. 308 
and 8. 1119 propose to make clear that the existence of a route certifi 
cate does not in itself obligate the Government to provide subsidy in 
definitely. We regard this as a desirable clarification of the existing 
powers of the Board, but feel that the bills should go one step further. 

These clarifying provisions deal only with the question of whether 
the Government has an obligation to furnish subsidy to a carrier that 
is eligible for such assistance. We believe this legislation should 
iddition provide for removing even the eligibility for subsidy, where 
this is in the public interest. For example, the domestic trunklines 
lave reached a stage of development where consideration should be 
viven to their complete removal from subsidy eligibility at some rea- 
sonably early date. 

With the favorable trend toward increased self-sufliciency, we may 
also hope that similar action may be snitable for various other seg- 
ments of the industry in the not too distant future. We would be 
pleased to submit to the committee suggested language to authorize 
such action, together with our other suggestions for modifying the 
subsidy provisions of these bills. 

Senator Monronry. We would like to have that submitted, please. 

Mr. Roruscump. We will be glad to do it, sir. 


Tuirry-FourtH L&GISLATIVE ASSEMBLY, STATE OF NortTH DAKOTA, BECUN AND 
HELD AT THE CAPITOL IN THE CITY OF BISMARCK, ON TUESDAY, JANUARY 4, 1955 


SENATE CONCURRENT RESOLUTION (X) 


Krenz, Luick, and Dolan 


A CONCURRENT RESOLUTION Memorializing the Congress of the United States to enact 
legislation which would create an agricultural rating for pilots engaged in the aerial 
application of agricultural chemicals 


Whereas the need for pilots and airplanes for aerial application of agricul- 
tural chemicals in the state of North Dakota and many other midwest farm 
states is increasing more rapidly than the available commercially licensed pilots ; 
and 

Whereas in North Dakota during the year of 1954, over 200 airplanes end pilots 
were licensed by the State aeronautics commission to engage in aerial crop spray 
ing and dusting, and as newer chemicals are developed for the control of insects 
and plant diseases, the needs of the farmers of this State may require as many 
as three or four hundred agricultural planes and pilots ; and 

Whereas in the State of North Dakota and other agricultural States there is a 
large reserve of privately licensed pilots and flying farmers, some of whom 
could qualify for a Federal agricultural rating, if the rating were based on 
flying ability, flight hours, and knowledge of agricultural chemicals, which would 
greatly relieve the present and future shortage of pilots qualified to engage in 
agricultural flying : Now, therefore, be it 

Resolved by the Senate of the State of North Dakota (the House of Represent- 
atives concurring therein,) That the Congress of the United States is hereby 
memorialized and respectfully petitioned to enact such legislation as may be 
necessary to create an agricultural pilot rating for aerial crop spraying and 
dusting activities in the United States; and be it further 

Resolved, That copies of this resolution, properly authenticated, be sent by 
the secretary of state to the Civil Aeronautics Administration, Washington, 
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LD. C.; to the chairmen of the House and Senate Interstate and Foreign Com 
merce Committees of the Congress of the United States; and to each Membe: 
of the North Dakota congressional delegation 
C. R. DAHL, 
President of the Senate. 
Epwarp LEwIs, 
Secretary of the Senate. 
A. A. Fitcu, 
Speaker of the House, 
KENNETH L, MorGAn, 
Chief Clerk of the House. 

Mr. Roruscuitp. At this point, I should like to comment on amend- 
ment E to S. 1119, introduced on March 23. We see no merit to the 
subsidy arrangement propose din that amendment. 

Senator Monroney. That is the Subsidy Administrator 

Mr. Roruscuimp. Yes, s 

Presumably the concept of : a Subsidy Administrator is intended to 
expedite subsidy actions by placing responsibility in a single individ 
wal. In our opinion, however. this proposal would actu: ally create con 
fusion, duplication of effort, and delay. 

At present, an airline looks to a single agency—the Civil Aero 
nautics Board—for the determination of both service mail rates and 
subsidy rates. Under the proposed procedure, the carriers would haves 
to go to the Subsidy Administrator for certain determinations, and to 
the Board for others. Moreover, the findings of the Administrator 
could be reviewed and overruled by the Board. We believe the exist 
ing organization provides a more direct and expeditious method for 
handling this program than does the proposed new arrangement. 

This amendment would also create a division of responsibility unde1 
which it would be impossible to assign full accountability for the pro 

gram to any one individual or agency. The Administrator would have 
nar of this responsibility. The Chairman of the Board would have 
an additional part, since he would establish the policy standards to 
cuide the Administrator. And the full Board would have still an 
other part of the responsibility, since it would have an appellate and 
review function in relatien to the Administrator. This arrange- 
ment inevitably would create confusion and uncertainty. 

For these and other reasons, we recommend against adoption of this 
amendment. 

Economic regulation of contract carriers: S. 308 and S. 1119 con- 
tain similar proposals to bring air contract carriers within the CAB’s 
economic regulatory jurisdiction. We believe these proposals are 
sound in their basic intent, and would close a significant gap in the 
board’s present jurisdiction. 

The line of demarcation between common and contract carriage 
often is not a sharp one, and there are many operations which might 
be regarded as falling under either heading. Accordingly, if contract 
carriers remain outside the Board’s jur isdic tion, this is bound to ren- 
der more difficult the Board’s problem in regulating common carriers. 
In our opinion, it would be desirable to give the Board authority to 
regulate contract carriers, so that reasonably consistent regulatory 
treatment can be applied throughout the air transport industry. 

In supporting contract carrier regulation, the Department wishes 
to stress the early stage of development of this branch of aviation, 
and the consequent need for regulating it in a manner which will most 
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effectively promote its sound growth. The Board should have enough 
liexibility so that it can grant the type of operating authority which 
will best be suited to the character of the servive involved. 

Relaxation of standards for granting certificates of convenience 
wid necessity : Propos ed amendment C to S. 1119. introduced on 
March 23, would substanti: ally relax the existing statutory standards 
governing the issuance of route certificates. The statement of policy 
of the Civil Aeronautics Act would be changed so as to place greater 
tress on the authorization of increased ee 

Section 401 of the act, which provides for the issuance of route 
ertificates, would be completely changed in its emphasis. At pres 
ent, the Board can issue a enrtife ate only upon an affirmative finding 
hat the service is required by the public convenience and necessity 

nder the proposed amendment, a certificate would have to be | 
inless the Board makes the negative finding that the public con 
venience and necessity would not be served by suc hissuance. In effect. 

ap yplie ants for certificates — | be relieved of f the burden of proving 
that their propose od services are actu lly j justifies 

This proposal goes to the very he ae of iis regulatory concepts 
which now underlie the Civil Aeronautics Act. This act provides a 
regulatory framework within which the public convenience and neces 

ity is the standard for determining whether new app ylicants should 

e authorized to engage in air transportation. A primary reason for 
the enactment of this statute was the e xpe rience of the industry Dror 
to 1938, when freedom of entry into air service had generated a situa 
tion of excessive competition and financial insecurity. There was 
widespread agreement that regulatory controls over entry into air 
service, comparable to those which existed in other forms of trans 
portation, were needed for sound airline development. 

We believe there are sound reasons for retaining the regulatory 
pattern now established for this industry.. Air transportation 
possesses many of the same characteristics which exist in other forms 
of common carrier transportation, and which have led in those fields 
to the establishment of a pattern of controlled entry. Like other com 
mon carriers, airlines must adhere to the basic public utility concept 
of providing service to all authorized points, even though some may be 
unprofitable. This obligation to serve weak as well as strong points 
can be enforced only if the carriers have some protection against 
excessive competition on their more favorable route segments. 

The issue raised by the present proposal is not whether competition 

desirable in air transport. This Department fully believes in the 
benefits of competition, in air transportation as well as in the economy 
at large. However, the present statute already gives the Board ample 
iuthority to authorize as much competition as the economic charac 
teristics of the industry will soundly permit. Under these existing 
standards. substantial competition has in fact developed. The real 
issue in the present proposal is whether there should be a major 
veakening of the statutory tests for determining the amount and 
character of competition that should be authorized. 

The present standards for issuing route certificates are important 
for the sound development, not only of the larger and inore firmly 
esti ablished airlines, but also of the newer and smaller lines. A case 
n point can be found in the local service segment of the industry. 
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The original local service proceedings usually involved several ap- 
plicants for each proposed route. Few would argue that the trafic 
potential over these routes is adequate to support duplicating service : 
the existing carriers have had difficult economic problems even with 
out dilution of their revenues. 

Under the act’s present standards, it was possible for the Board to 
authorize only one carrier over each local service route. It is not 
clear that, under the revised standard now proposed, the Board 
would have felt free to take such action. The result might well have 
been a quantity of service far in excess of the traffic potential, with 
consequent intensification of the local carriers’ problem. 

For these reasons, the Department of Commerce opposes this amend 
ment to S. 1119. 

Supplemental services.—These bills also contain several provisions 
relating to the so-called nonscheduled air carrier problem. They 
propose, first, to amend section 416(b) of the present act, so as to limit 
the Board’s authority to exempt common carriers from the normal re 
quirement of a route certificate. The Board would be permitted to 
exempt a carrier from this requirement only if the carrier operated 
smal] aircraft, or if it already holds a certificate and merely seeks 
temporary exemption to supplement its authorized service. 

In addition, these bills would give the Board authority to specify 
the type and character of service intended to be authorized by certifi- 
cates of convenience and necessity. At present, the Board is prohibited 
from including in such certificates any conditions regarding quantity 
of service or type of equipment to be used. In practical effect, there- 
fore, the Board is now limited in its ability to issue specialized certifi- 
cates for nonscheduled or other types of supplemental service. ‘These 
bills would enable the Board to issue such specialized certificates, and 
would thereby provide a more orderly basis for authorizing these 
services, 

We believe that the proposed limitation on the Board’s exemption 
authority is too severe, and might prevent the expeditious inauguration 
of urgently needed service. The Board should have enough latitude 
to grant exemptions to operators of large aircraft, where such action 
is in the public interest, and would not result in mere duplication of 
services already authorized. 

I would like to emphasize here our view, Mr. Chairman, that such 
exemption authority should only be granted for temporary periods 
and in exceptional circumstances. We do not feel it should be used to 
authorize continuing and large-scale departures from the normal re- 
quirement for certification. With this qualification we support the 
proposals in these bills, and believe they provide a sound method for 
regulating nonscheduled air services. We note that amendment ( to 
S. 1119, introduced on February 18, 1955, incorporates suggestions 
made last year by the Civil Aeronautics Board, and we suggest its 
favorable consideration. 

Limitation on President’s authority to review international and 
overseas air route decisions: Section 27 of S.1119 would amend section 
801 of the present act so as to limit the President’s existing authority 
to review air route decisions involving foreign, overseas, and territorial 
air transportation. Specifically, this bill would make such decisions 
subject to the President’s approval only in cases which he determines 
mav affect the national defense or foreign policy of the United States. 
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The bill would also exclude from the Preside . s review those decisions 
which involve transportation to or within United States Territories 
and possessions. Thirdly, it would request the president to submit a 
report to Congress stating his reasons for disapproving any decisions 
of the Board. 

This Department believes that the provisions of section 27 are 
undesirable. 

A principal reason which has been mentioned for this proposal is 
that it would relieve the President of the burden of reviewing all of 
the Board’s decisions in this general area. Considering first the pro- 
posal to limit the President’s action to those cases which may affect 
national defense or foreign policy, we believe that this would not 
reduce the extent of review required by the President. Since every 
international air route decision may have some effect upon national 
defense or foreign policy, the President would still have to review 
all cases, if only to determine whether formal approval on his part 
is required. In terms of the burden upon the President, there is little 
practical difference between his formally approving a Board’s deci- 
sion Where he finds no major issue is involved, and his merely refrain- 
ing from taking any action, as this bill would contemplate. 

Furthermore, we believe it is unrealistic to assume that national 
defense and foreign policy can be considered by the President as com- 
pletely isolated factors, which he can review with complete disregard 
for any of the other issues involved in a given case. The Supreme 
Court, in referring to the present provisions of section 801, stated: 
“Legislative and Executive powers are pooled, obviously, to the end 
that commercial strategic and diplomatic interests of the country 
may be coordinated and advanced without collision or deadlock be- 
tween agencies.” In concept and in operation this section has effec- 
tively coordinated the Board’s responsibilities for regulating air trans- 
portation with the President’s constitutional authority and respon- 
sibilities. We see no reason to alter this relationship, and we believe 
that the change proposed by S. 1119 would unnecessarily cause un- 
certainty and confusion. 

With respect to the proposal to exclude the Territories and posses- 
sions from Presidential review, this Department calls attention to the 
fact that special national defense importance may apply to such dec i- 
sions. Moreover, air routes to the Territories are frequently inter- 
related with the through, international routes going beyond the Ter- 
ritories, so that it would be difficult to separate out the former and 
exclude them from Presidential consideration. 

The third aspect of this proposal requests the President to submit 
a report to Congress stating his reasons in any case in which he dis- 
approves the Board’s decision. We feel that this proposal is unneces- 
sary. In practice, when the President has disapproved a decision of 
the CAB, he has stated his general reasons for such action in a letter 
to the Board. These letters have nor mally been made public, either 
by press release or by reference in the Board’s revised decision. Be- 
cause of the nature of the defense and foreign policy matters which 
would normally be involved in such Presidential actions, it dors not 
appear appropriate to request the President to state his reasons in 
any greater detail than he has normally done in the past. 

For the above reasons, this Department recommends against enact- 
ment of section 27 of S. 1119. 
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Authority over internation yates and fares—S. 308 and S. 111! 
would increase the Board’s authority over international rates a 
fares: We believe this proposal is sound. Unlike the maritime field, 
where freedom of the seas Is an established doctrine and government 
do not normally exercise control over either operating rights or rates, 


¢ 


international air services are governed by bilateral agreements. Unde: 
nese agreements, each government Can exercise a practical veto upo 
charged by airlines of other countries, by suspe nding the ope! 

rights of the carriers concerned. It er | place our government 

ich more effective position to work out rate prob lems with for 

govel ients 1f the CAB possessed oreatel authority over thi 

ational rates of our own carriers, and the right to suspend rate 
carriers. Therefore, we recommend favorable a 

sions of S. 308 and S. 1119. 

h protection —Both bills propose to add a new se 
providing a program for t he pl 

bills would direct the Secretary 

and local vovernments in th 

to provide grants-in-aid to assist 


could mo e effectively he handle« 
Federal Airport Act. That act cei authorizes grants 
the development and improvement of : rport projects. Fin 
t includes : he administrative Sov hand which ar 
ra program Cie l ° 
p oposed bills, on the other hand, are completely silent on su 
ant adm nistrative visions as the manner in which Federa 
sare to be apportiol ed. Nor do they make prov isions for mate] 
ids on the part of State and local governments, or for the Cy p 
or which should appropriately be executed as a conditic 
\s ¢ Fede al assistance. 
hat consideration of this particular proposal be cd 
The Departn ent is now considering proposed 
with this p! »blem in a more con iplete manner, at 
ecommend deletion of the airport approag h prov ISlO 


Kxcuse me, Mr. Rothschild, I introduced 
eral others that new airport bill just the othe: 
for authorization for spe nai hg ee S63 mil 
{ set up these orants so that communiti can pla 
“assurance ae the money W ill be there if it has been al 
approved | the Federal (government. Do you feel that 
lon of siodoabhy : zoning and things of that kind shoul 
» left out of 
-Roruscuiup. T 
itor MonRONEY. 
SO] ie language that vou t] ik hit be effective as an amendment 
irport bill / , 
ci. Rovris HILD, We will be] apps to do that and | understand that 
will be expe ted to testify on that a little later, 
Senator Monroney. Yes. 
Mr. Roruscuitp, Other provisions: We have not attempted to 


} 1 


ove! n this statement all of the mdividual proposals contained 


+ il] / 


this bill and in such an airport b 
hat is correct. 


] wondel f OU Wwe ild he vood enough to SuY 
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Ss, 50S and S. 1119, but have instead concentrated on those items whic! 
ivolve major policy issues, This does not mean, however, that we 
lack interest in the other provisions In these bills. On the contrary. 
ve regard many of these provisions as highly desirable. For example. 

favor the increased authority to exempt certain types of ground 
personnel from the necessity of obtaining airmen certificates 

We also favor the broadened concept of “Federal airways,” and 
believe that this will provide statutory recognition of the principh 
hat the airway system is des igned to meet the common needs of bot 

ilitary and civil aviation. We support the proposal to broader 

se of civil penalties to deal with minor violations of the act. 

We should lke to comment on these and other provisions of t 
billsin greater detail in our supplementary stateme! 

\gain, I wish to express the Department's appre 
ypportunity to comment on these important bill | 
o answer any questions regarding our position on these 

We have been advised by the Bureau of the Budget 
QO objection to this statement from the standpoint of the 
program, 

Senator Monroney. As | eather in your statement on | 
Rothschild, you fee] that in the passage of this bill someth 
De done to divorce the successtul and Wwe 1] established ail 
ven then right to subsidies later on in case losses should ocem 

Mr. Rornusciiptp. We think there is little likelihood, Mr. Chairman 

f there being any more than a normal commercial risk in the oper 
ition ot wel] estal lished airlines and for th if reason we see ho reason, 
this being a commercial venture, why the airlines should be in any 

iore favorable position than other well-established commercial! 


mes 
li 


enterprises. 
Senator Monroney. You sav: “For examp le, the domestic trut 
ines have reached a stage of ah ‘lopment where conside) ‘ation shor iI 
be given to their comp ylete removal from subsidy eligibility at some 

‘asonably early date. 

“That seems to lump all the domestic trunklines into one category, 
vhile there are still a few who have been unable to get off of subsidy 
due largely to an inadequate route structure or in ability to get into 
the heavy traffic terminal] points, 

Mr. Roruscnmp. We would not be proposing, Mr. Chairman, that 
all domestic trunkline operators should necessarily be handled ex veth 
np Same The conditions surrounding the Various lines shou ld aerel 

e thei ir eligibility for subsidy. 

Senator Monroney. Should ¢ ‘oneress write a formula into th 
01 subsidy eligibility / 4 orl the only way | know that you 
lo it would be to say that if a line has bee n free of requiring subs 
for X vears then this Fichter should ho longer be juired 
subsidize it. This rather penalizes the hia es that have been 
vork their way off of it 

Rovrise HILpb. That would be one way of approa hy 
propose to furnish some language for your consideration. 


Senator \IONRONI Ts I am not trving to prejudge vour statement 
1} 4] 


but would that p rhaps leave to the discretion of the Board th 
{ » determine those that would be declared ineligible for further 
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Mr. Roruscuitp. We should like to cover that in our detailed sug 
gestions. 

Senator Monroney. You see nothing to be gained by the subsidy 
administrator, and you feel that would cause confusion and duplica 
tion and sometimes a split decision or a split finding between the 
Board that has to make many determinations regarding subsidy and 
the subsidy administrator. 

Mr. Roruscuivp. It seems to us that there would be a 3-way split 
in authority, 1 part of it running to the subsidy administrator, 1 part 
of it running to the Chairman of the CAB, and 1 to the CAB as a 
whole, and we can see nothing except an unhappy result. 

Senator Monroney. The testimony we have received has been that 
the CAB is so very busy now on many of its other problems, such as 
hearings, route structures, fixing of mail rates, and other things, that 
they find it not possible to handle all that and the subsidy arrange 
ments, too. 

Mr. Roruscuitp. I served on a similar board once, Mr. Chairman, 
and it is a full-time occupation, I will admit, but it can be done if 
people have the will to do it. 

Senator Monroney. At any rate, if the facilities are to be extended 
in the subsidy field, you feel it should be done under a branch of the 
Civil Aeronautics Board and not as a separate independent agency / 

Mr. Roruscui.p. That is correct. 

Senator Monroney. Do you feel that this proposal for the economi 
regulation and certification of the contract carriers would allow the 
same flexibility and the same search for business, development of new 
types of air transportation, that this country needs? It seems to me 
that that straitjackets considerably the expanding concept that al 
most anything can be shipped by air if fellows are willing to go out 
and scrounge for business and in a way would require the Civil Aero 
nautics Board to prejudge whether their operation would be success 
ful or whether there would be any need for the service. 

Mr. Roruscutip. There may be an element of that, but it seems to 
me that a more important element is the fact that it is almost impos 
sible to tell in many instances when a company is a common carrie! 
and when it is a contract carrier because most of the common carriers 
conduct contract services as well. It would be unfair to allow a certain 
type of unregulated competition against the regulated common carrier 
segment. 

Senator Monroney. Most of this contract work, though, by the car 
riers, as performed today by the irregulars, goes to developing hauls 
of different kinds of cargo, shipping of livestock, and all sorts of 
things, does it not—race horses and the like—which is not in the field 
of the common carriers, but these small operators—and they are almost 
all very small operators, kind of like tramp steamers—have to search 
around for the means and ability to carry their freight loads. 

Most of them are marginal in their financing, and most of them 
would be such insignificant competition, it would appear to me, that 
forcing them to go through application for a contract license to per- 
haps be pinned down, as some testimony here has been received, to a 
certain area of operation would completely destroy the flexibility of a 
well-rounded air system. 

Certainly the major markets that have been developed and will con- 
‘inne to be held by your common carriers are not going to be bankrupt 


ot 
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by a few of these fellows flying around, running their own lines and 
picking up freight wherever they can. 
~ Mr. Roruscuitp. The major part of the airline business is in pas- 
sengers, Mr. Chairman, not in freight. 

Senator Monroney. It may be freight, though, before- 

Mr. Roruscuitp. And a large part of the contract carriage is pas- 
enger carriage, and it does not seem right that those contract carriers 
should be high-grading the common carrier segment of the industry 
without any regulation. 

Senator Monroney. It goes to competition, though. Now, on these 
hauls for the Department of Defense—and we had some testimony 
here the other day, of a statement—that the Department of Defense 
ind the Berlin Airlift and otherwise, have found it very convenient to 
use certain of these contract irregular carriers for various phases of 
their work in Korea and other places. 

Mr. Roruscuitp. They have also used the common carriers on con 
tract terms on those same lifts. 

Senator Monroney. That is right, and certainly the certificated car- 
riers, with all of their advantages that they have, should not fear the 
competition of a few of these fellows in the business tr ying to eke out a 
living by picking up various loads or various bits of traffic where 
they can. 

Mr. Roruscuitp. We are proposing that the Board should have a 
wide degree of flexibility in the determination of these matters and if 
they do have enough flexibility it seems to me that the objections on 
both sides could well be met. 

Senator Monronry. But the Board’s flexibility as regarding new- 
comers into the industry has not been very notorious in the past. I 
mean it has been pretty much extremely limited, and the cost of getting 
a certificate and getting it so that a man could live under it I would 
think would present very great problems for an expanding healthy 
aviation industry, so that some little man who has got an idea can get 
in and exploit it. 

Mr. Roruscui.p. Is it not also true, Mr. Chairman, that in 1938 
when the Civil Aeronautics Act was passed, there was little financial 
stability in connection with the whole air transport business and that 
it is partially at least as a result of the regulation that these carriers 
have come to their present stage, which is a good one, and that while 
the number of new carriers has been small, the route authorizations 
und the frequency of service have been extended terrifically ? 

That is self-evident in any examination of the figures of the air trans- 
port industry. 

Senator Monronry. Yes, but we are talking not about 1938—I mean 
the situation and the progress in aviation, the speed and the planes. 
Acceptance by the public is entirely different now, to where your major 
trunklines enjoy a dominating position that in all foreseeable future, 
barring unlimited and irrational entry into the field, would seem to 
insure their leadership, and I can not envision the contract carriers, 
under normal operations, endangering the profits of these great com- 
panies that are performing a very great service in the national air 
picture. 

I am wondering if there is not room for a little bit of new ideas, new 
fields for aviation industry. I certainly think it would be true in the 
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freight and express field, and there is no reason why, if you enjoy thx 
outstanding position that the trunk carriers do in mail and in pas 
senger service and ideal traffic points, that some nonsubsidized in 
dependent carrier could not figure out some way to find air cargo o1 
even passengers, for the defense, or even on a compet itive service tha 
is not being perhaps rendered at this time to many points by the cer 
tificated 

section seems to er! ail. 

Mr. Rormscwwp. 


The Department of Commerce is for competition 
However. it 1s not fe 


r unlimited and unregulated competition in thi 
type of public utility industry to the point where it will cause a cor 
tinuing drain on the treasury of the country. and we would hate to se 
anv of these lines which have gotten away from subsidy so affected a 
to have to get back into a subsidy position again. 


senatol VIONRONI ie Dor S that not fo more or less to the degree ol 


Mr. Roruscuiitp. Indeed it does. For that reason we believe thx 


Board should have a wide degree of flexibility. 
Senator Monroney. Under this 


the contract carriers would be con 
letely at the mercy of the regularly certificated schedules. 


{ 
Mr. Roruscuinp. But there should be a certain element of co1 
stency about the recul ition betwen the two different tvpes of carriers 
Senator MoNRONEY. Seriator Schoeppel ¢ 
Senator ScHoEPPEL. I am sorry. 1 was late getting here. I will defe: 


questioning about this. There may be some questions [ would like t 


ask about two phases of this after [ have an opportunity to go into this 
in more detail. 
Senator Monronery. Senator Pay ne / 


Senator Payne. I am in the same position as Senator Schoeppe 


I got here late and I have not had a full opportunity to go over thi 
text. 

Senator Monroney. I know vou will enjov reading it. It is a very 
comprehensive statement. 

Is there any middle cround between the present method of certifica 
tion for new carriers entering into the field and the proposal to whic! 
vou object the amendment on freedom of entry 


that is amendment 
3 on March 23 ¢ 


I understand vou object to the Board being required to certificate 
unless it should find reasons why it should not certificate instead of rea 
sons why it should, in new entry. Is there any other middle ground 
where freedom of entry would be possible under considerations that 
would not keep this completely within the hands of those who have 
certificates under the grandfather clauses / 


Mr. Roruscuip. Perhaps there is. If there is I am not aware of it. 


Senator Monroney. In other words, I can see your objection to the 


fact that the Board must affirmatively prove that additional service is 
not required, instead of finding that the carrier has not demonstrated 
the need for additional service, but it seemed to me that something 
might be worked out to where, as in other fields—I think in trunk 
lines and Pan’ other regulated fielcls- there is still the possibility ol 
entry into the filed without creating a chaotic competitive conditio 
that would throw us back into 1938, 

Mr. Roruscuitp. Perhaps we had better study that a little longe! 


ind give vou some additional comment at a later date. 








lines. to engage in that without undue restriction such as this 
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Senator Monroney. I would appreciate having it because I feel that 
s probably going to be one of the big issues in this bill, whether the 
present pattern of no new entry or the pattenr of unlimited entry, 
neither of which seemed to appeal to the Members of Congress, and 
under some type of language the committee may be able to suggest 

some sound approach to this, 

In regard to the President having to approve the service to our Ter 
ritories, do you consider those in the same c ategory as service to foreign 
points? It seems to me that places the President in a position of hav 
ng to make a second finding after all the evidence, testimony, and 
hearings have been held, and maybe a decision rendered by the Board 
one Way, and then the President is given the right to upset that whole 
thing even though it is merely service to Territories. 

Mr. Rormscuitp. So much of our service to Territories is part of 
irger service beyond the Territories, Mr. Chairman, that it is almost 
ipossible to separate them. 

Senator Monroney. You mean because their geographic position is 

partly overseas 4 

Mr. Roruscuitp. That is correct, and also because so many of the 
lerritories have definite installations in them, it is difficult to think of 
inv point at which the defense implications of the President’s author 
tv under the proposed amendment would not be brought in anyway. 

Senator Monroney. That would be true between points within the 
ontinental limits of the United States. too. to a certain degre e. [mean 
hat service to various defense centers is very important. It would 

seem to me that the Civil Aeronautics Board that can handle all of 
that could be trusted with making a final decision on the Territorial 
thing. 

After all, they have to consider and hearings have to be held for 
the further service overseas. 

Mr. Roruscutip. I know of no situation in the United States where 
lomestic routes are so closely interrelated with international routes. 

Senator Monroney. You would favor just striking that entire 
section, then 4 

Mr. Roruscuitp. Yes, sir. 

Senator Monronry. And leave the President’s hands completely 
free on Territorial as well as international 4 

Mr. Roruscuitp. Yes, sir. 

Senator Monroney. And strike out Congress’ reasons for permitting 
the President to override the Board in that regard. 

Mr. Roruscuitp. He already does. 

Senator Monroney. Then why not have it formalized? He does 
it to the CAB usually but it is not required. I can see some need for 
security and diplomatic maneuvering on air service that might be 
granted to some point in India, or a place like that, but I wondered 
there if he could not say that “For compelling diplomatic reasons 
we feel that the service should” or “should not be extended.” 

Mr. Roruscuip. Does not his letter to the CAB now say just as 
much as would be requested of him under this legislation / 

Senator Monroney. That is what I am saying, but under the 
bill the President would be reporting to Congress on this matter of 
why he overrode the CAB on their findings and their decision and 
not merely giving a letter tothe CAB. 
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Mr. Roruscuimp. Is it not doubtful that there is any additions 
value to formalizing such a statement, Mr. Chairman 4 

Senator Monroney. I think the position this bill takes, as I read 11 
is that they are trying to relieve the President of that veto power, 0: 
that power to reconsider, and certainly the President is about thi 
busiest man in the world, and if you can do it administratively through 
a Board and if the Board is competent to do all these other thine: 
certainly they would not be necessarily adverse to getting, during thi 
course of consideration of these routes, advice from the State Depart 
ment and from other arms of the Executive. 

It just seems to me that you are heaping additional responsibility. 
yressure and all, on the President to make decisions which per haps 
staff and the peop le who help him handle that are not fully advised o1 

I think we had a recent case in point as to where a decision v 
made. 

Mr. Sweeney. The service of the Northwest Airlines to Hawa 
would be in point. 

Senator Monroney. Yes. 

Mr. Rorusenrep. If it is planned to relieve the President of any « 
his workload, it does not seem that this would be a way of doing it. 
because he would still have to determine whether or not he had a di 
cision to make which was affecting the defense or international pos 
tion of the Government. So that in any event a decision would ha 
to be made. 

Senator Monroney. Senator Schoeppel ¢ 

Senator ScuoEPPEL. No questions. 

Sentaor Monroney. Senator Payne / 

Senator Payne. No questions. 

Mr. Sweeney. I have several technical questions it might be helpf 
to ask. 

Turning to the question of contract carriers. on page 6, as T unde: 
stand, you say the reason for regulating contract carriers would be to 
promote this sound growth. The bills as they are now drawn do not 
adopt that as a policy but aes the policy of regulating contract ¢: 
riers so as to complet e the Civil Ae con vutics Board’s power to regi 
late both commercial and contract carriage, so the latter will not gro. 
to a point where it will interfere with our common carriage. 

[ wondered if that is not what vou meant here: that you want to pr 
mote the development of contract carriage per se ? 

Mr. Roruscuitp. We certainly do want to promote the growth ot 
all kinds of air carriage, but not at the expense of some segment of the 
industry which is currently doing well. 

Mr. Sweeney. So you would suggest that contract carriage should 
be promoted as such ? 

Mr. Roruscuitp. We think it is a necessary and important seg 
ment of the industry. 

Mr. Sweeney. Turning to the question of subsidy, the General 
Accounting Office recommended to us that there should be contracts 
which would be subject to renegotiation from time to time. I wonde: 
if that is what you had in mind when you endorsed the provision- 
with regard to contracts. or whether there should be a final determi 
nation in advance ¢ 

Mr. Roruscuitp. We are finding that in the maritime field we hav: 
a pretty solid and substantial approach to subsidies through a recap 
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ture provision which permits the carrier—in that case an ocean car 
er—to have a firm and fixed understanding of its subsidy allowance 
n advance, subject to recapture. 

We do not see any reason why a similar provision in subsidy ar 
rangements for air carriers would not be a workable one, but we 
would like to consider the reasons given by GAO for their suggestion. 

Mr. Sweeney. As I understand it, a recapture provision would not 
vo to a renegotiation of the basic contract or the basic amount due / 

Mr. Roruscuitp. No. It would simply go to a basic position which 
would be arrived at in advance and for a period of years. 

Mr. Sweeney. Another comment made by the General Accounting 
Oe ‘e and I believe by the Post Office Department, is that they believe 

iat the eligibility for subsidy should be completely separated from 
the carri: ige of mail. Would you recommend that also / 

Mr. Roruscuup. | think we do generally in this statement. How 
ever, we should like to consider this specific issue in our supplemental 
statement. 

Mr. Sweeney. | did not understand that, if you did, sir. 

Turning to the question of supplemental service, the Civil Aero 
nautics Board, like yourself, I believe, thought that the provisions in 
the proposed bills were too restrictive, and their recommendations was 
that only route type operations should be in the future prohibited by 
exemption. Is that in general what you mean by the revision recom 
mended ¢ 

Mr. Roruscuitp. We would want to see all of the needed services 
possible—that are really needed. Therefore the Board, again, should 

lave enough flexibility so that operators of large aircraft under proper 
conditions could be exe mpted, not where those services would dupli 
ate the services already authorized, and we think further that those 
exemptions should be for temporary periods and in unusual cireum 
stances, not on a long-term permanent basis. 

Does that answer your question / 

Mr. Sweeney. I believe so. 

You would not spell out, then, route type service as one of the 
prohibitions / 

Mr. Roruscuitp. No, sir, although we agree that such service should 
not normally be authorized by exemption. 

Mr. Sweeney. On the qperenn of the regulation of fares in inter 

ational air transportation, the bills recommend that the Board be 
viven power to control the minimum fares while the Civil Aero 
nauties Board recommended that they should have complete contro! 
of both the maximum and minimum and the actual fare. What was 
your position on that 4 

Mr. Rornscutip. I do not think we have given consideration to 
that, Mr. Sweeney, but we would be glad to. 

vn Sweeney. Thank you. I think it would help if you would. 

I do not find that you testified and gave any comment on the proper 
extent of Federal jurisdiction. That is one of the provisions in the 
bills, I believe it would extend jurisdiction over the intrastate opera- 
tions of interstate carriers, that is, the economic phases. 

Mr. Roruscuiip. That is one of the items we expect to cover in 
our supplemental statement to you. 

Mr. Sweeney. I believe you have been furnished a letter from 
the Air Force, and as I understand from talking to your general 
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yunsel, you will comment on that later in your supplement stat 
ment 4 

Mr. Rornscuivp. That is right. We only got that letter at tly 
end of last week and we have not had an opportunity to do anything 
about it. 

Mr. Sweeney. There is one important amendment to section 60] 
of the act, with regard to the safety regulations, that is importan 
In the bills I have in front of me, line 17 of section 22 of S. 1119 wher 
t would recommend that safety regulations should take into co) 
sideration safety of flight in air navigation (ine luding the safety of 
persons and property on the ground). 

The latter phrase “safety of persons and property on the ground’ 
snew. Have you any comment on whether that is a desirable add 
tion ¢ 
Mr. Roruscuivp. I have none at this time, sir. 

Mr. Sweenry. Turning last to the question of relaxing the stand 
ards for entry into air transportation, it is my po ey iding that 
vou feel that the language of proposed amendment C March 

would primarily change the burden of proof. Is it your ‘belie f that 
Saeed the burden of ener would in effect mean that more carriers 
would be admitted to the a r transport system than under the present ‘ 

Mr. Roruscuitp. W oll. it seems to me that, with the imtended 
language, anyone could make a request and be granted a certificat 
without having to demonstrate that his roposed service 1S needed, 

Mr. Sweeney. You do not believe the Board could make the sam 

hnys with respect to public convenience and necessity as the 


p 
B 


lave in the past ¢ 

Mr. Roruscuitp. No, sir, I do not. 

Mr. Sweeney. They could not find then—- 

Mr. Roruscuinp. They would not be compelled to find that it was 
n the public interest—public convenience and necessity. 

Mr. Sweeney. I believe the language is that they must grant the 
certificate unless the Board finds that the public convenience and 
necessity does not require it. 

10 you believe it would be impossible to make such a finding 

Mr. Roruscuiip. It would be very difficult. 

Mr. SwEeney. So that in general you have been satisfied with the 
way the Board has handled the general standards for entry into ail 
transportation, and do not want the standards changed; is that 
correct 4 

Mr. Roruscuitp. We cannot help looking backward as well as fo1 
ward, and realizing, as I said previously, that this was a disorganized 
and unprofitable industry not so many years ago, and that it is toda) 
quite the contrary—-quite the opposite of that—and some part of 
the change in the situation has come about under existing rules and 
practices. 

Therefore we would be very chary about changing any of those. 

Mr. Sweeney. You are aware that witnesses before us have pointed 
out that no new trunklines have been certificated and they feel that 
unless the standards are changed there would be no further entry 
of new trunklines / 

Mr. Roruscuitp. Perhaps that is an unwarranted assumption but 
it is true that the number of trunk lines has not increased. 
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Mr. SwEENEY. In fact, they have decreased, haven't they / 

Mr. Roruscuitp. But the services under those trunk line opera 
tions and the extent of competition in trunk operations have both been 
increased by very substantial amounts. 

Mr. Sweeney. Perhaps related to this question is one related to 
the second part of proposed amendment E of March 23, relating to 
section 408 in regard to the negotiation of mergers. Will you include 

comments on that section in your suppleme wntal statement, sir / 

Mr. Roruscuiip. We will be happy to. 

Mr. Sweeney. I have no further questions. 

Senator Monroney. Senator Schoeppel ¢ 

Senator ScHoerret. With reference to this supplemental service, 
| think you testified it should be, if at all indulged in, on a temporary 
basis, if I understood your statement correctly. 

Mr. Roruscuitp. That is correct, Senator, insofar as such service 
is authorized by an exemption order. 

Senator SCHOEPPEL. Now, the way it presently exists, or as some of 
us feel should exist, where the certificated carriers are in the field, and 

if there is a need for supplemental services on a proper hearing and 
determination, the enlargement of the present service and the need 
and a showing to that effect, would vest in the Board the opportunity 
to, ina sense, require that type of service first, would it not ¢ 

Mr. Rornscuiip. From an existing carrier. 

Senator Scuorrre.t. Yes, from a presently certificated existing car 
rier. Now, it would seem to me that that would be a practical business 
like approach, from a service angle, if it is in the area served by a 
certificated carrier. 

Now, is there anything unsound in that approach / 

Mr. Roruscuitp. I don’t see that there is. Of course, each case 
must be considered on its own merits. 

Senator ScHoerren. That is all. 

Senator Monroney. Senator Payne / 

Senator Payne. Just one question I have run across here. 

I notice on page 4, Mr. Rothschild, you refer to removing even the 
eligibility for the subsidy, where it is in the public interest. Then 
you go on to state: “For instance, the domestic trunk lines have 
reached a stage of development where consideration should be given 
to their complete removal from subsidy eligibility at some reasonably 
early date.” 

Is it not true that practically all of the certificated domestic trunk 
lines are now free of subsidy / 

Mr. Roruscuitp. All but three and a fraction. I say a fraction be 
cause one of the trunklines does or does not require subsidy, depending 
on conditions from time to time. 

Senator Payne. Would you care to comment: Are those three in 
perhaps a somewhat similar situation as to some of the so-called local 
service carriers—feeder lines / 

Mr. Roruscuivp. Well, they are at some point between the local 
service carrier situation and the larger and more extensive trunk 
operations. 

Senator Payne. Is it basically because of the route structure that 
they operate under / 

Mr. Roruscuip. Very largely. 
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Senator Payne. It is very largely ? 

Mr. Roruscuivp. Yes, sir 

Senator Payne. So that in other words until there is a route stru 
ture change affecting those particular trunk carriers, then it is pro! 
ably going to be rather difficult to get them off from subsidy, is it not / 

Mr. Roruscuitp. Perhaps before you got here, Senator Payne, | 
said that it was not proposed that the trunkline operators should 
necessarily be taken as a class, but that rather the Board should hay 
the opportunity to examine them to see which ones were at a positio1 
where they would no longer require or justify subsidy. 

Senator Payne. That is all. 

Senator Monroney. Thank you very much for your courtesy 
appearing and giving us the benefit of your statement and testimon 

Mr. Roruscuitp. Thank you, sit 


THE SECRETARY OF COMMERCE, 
Washington 25, D.C... June 17. 1955 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington 25, D.C. 

lyeaR SENATOR MaGnuson: At a hearing on May 2, 1955, this Department 
presented to your committee our general comments on S. 308 and S. 1119. We 
ndicated that more detailed comments would be furnished by written suppl 

ental statement. Accordingly, we enclose : 

1. Section-by-section comments on S. 3808 and S. 1119, as originally introduced 

Comments on subsidy provisions of S. 308 and S, 1119. 

5. Comments on the amendments intended to be proposed to S. 1119. 

+ Comments on the letter of April 25, 1955, which your committee receive: 
from the Department of the Air Force with respect to S. 308. 

». Comments on Senate Concurrent Resolution X of the State of North Dakot 
urging enactment of legislation to create an agricultural pilot rating. 

The committee also requested us to comment on the suggestion presented 
Mr. Crocker Snow for revision of the type certification requirements for sma 
aircraft In our opinion there is a need for amending more generally the type 
certification provisions of the act, principally to place increased responsibilit 
upon industry in keeping with its growing maturity. We present as attachment 
6 a suggested revision of section 603 of the act to accomplish this purpose. Wes 
strongly recommend this proposal for inclusion in any legislation reported bh 
this committee. 

The Bureau of the Budget has advised that there is no objection to the sub 
mission of this report to your committee. If we can be of any further assistance 
please call upon us. 

Sincerely yours, 


} 


Lovurs S. ROTHSCHILD, 
icting Secretary of Commerce 


ATTACHMENT 1 
SECTION BY SECTION COMMENTS ON S 


Nection 1 of S. 308; section 1 of S. 1119 
This section contains only the short title. It appears to us that it would be 
better form to designate this as “The Civil Aeronautics Act Amendments of 
1955.” It might be confusing to have two Civil Aeronautics acts on the statute 
ks—one, the 1938 act, a comprehensive organic statute, and the other, a 1955 
which would be a collection of amendments to the 1938 act. 


Section 2 of S. 308; section 2 of S. 1119 


This section exempts from economic regulation any common carrier engaged 
entirely in intrastate transportation. The CAB has suggested that this be modi 
fied to permit regulation of such carriers where their operations adversely affect 
interstate transportation. We would not oppose such modification. 
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section 3 of 8S. 308; section 3 of S. 1119 

This section would remove the definition of “air commerce” from the act. We 
vill discuss this more fully under section 6 (S) of S. 30S (section 5 (8) of 
Ss. 1119). 
Nection 4 of S. 308; section 4 of S. 1119 

This section would add the words “or propulsion device” to the definition of 
nireraft engine.’ While there is no objection to the proposed change, it appears 
to be unnecessary. The dictionary definition of “engine” would appear to in 
clude ram-jets and turbo-jets without these explanatory words 


Section 5 of S. 308 


This section would amend the act’s definition of the term “airman” to permit 
the CAB to exempt from its coverage mechanics employed by repair stations, 
manufacturers, and air carriers. This is similar to S. 1379, this Congress, spon 
sored: by the Department of Commerce. Our letter to the President of the Senate, 
setting forth at length the purpose and need for this legislation, was published 
in the Congressional Record of March 8, 1955 (101 C. R. 2077-8). This section 
differs from our proposal in one respect. Our proposal did not include air car 
iers within the class of those whose mechanics could be exempted by the CAB 
from the definition. However, we have no objection to this additional change 
in the definition of “airman,” if this committee deems it desirable. We favor 
enactment of this section. 

Section 6 of S. 308; section 5 of S. 1119 

Subparagraphs (6) and (7) provide definitions for “air contractors” and “air 
contract service,” terms used in tithe IV-A. These definitions appear to be satis 
factory. 

Subparagraph (8) proposes the substitution of the term “air navigation” in 
ieu of the present jurisdictional phrase “air commerce.” In addition, it changes 
the present definition of the term to make more specific the extent of the safety 
jurisdiction of the regulatory agencies. The proposed amendment in large part 
s merely declatory of existing law, and for that reason we do not believe it to be 
essential. In our opinion existing interpretations of the jurisdictional term “air 
commerce” made by the Civil Aeronautics Board and judicially approved by the 
ourts, clearly indicate that the scope of safety jurisdiction of the civil agencies 
inder the act extends to all aeronautical activity in the air over the United 
States and all flights beginning or terminating in the United States While 
possibly not so clear, we also believe that the present safety jurisdiction of the 
Federal Government extends to the regulations of civil aircraft movements on 
tirports. Thus, we believe the proposed amendment to be unnecessary. 

In addition, we believe the proposed amendment is undesirable in that it sub 
stitutes for the present term “air commerce” the new phrase “air navigation.” 
The phrase “air commerce” has been utilized as jurisdictional language in the 
Civil Aeronautics Act of 1988 since its passage, and prior to that time in the Air 
Commerce Act of 1926. It is well understood and accepted by all persons af 
fected, and we see no reason to use a new phrase for this purpose. In addition, 
the phrase “air navigation” is used in other places in the Civil Aeronautics Act of 
1938 in a nonjurisdictional sense, and while appropriate additional amendments 
could be made to prevent any misunderstanding, it would appear simpler and 
nore understandable if we continued use of the phrase “air commerce” as the 
jurisdictional term. 

However, if despite the fact that we consider the proposed redefinition to be un- 
necessary the Committee nevertheless wishes to change the existing definition, 
we believe an amendment to the committee’s proposal is necessary to take into 
account the objections raised by the Air Force. The civil agencies have no desire 
to regulate purely military operations occurring on military airports. Conse 
quently, in order to reflect this fact if the committee should consider the re 
definition desirable, we would recommend that it be revised as a redefinition of 
the phrase “air commerce” in the following language : 

“(3) ‘Air commerce’ means the operation or navigation of aircraft in com 
merce or otherwise (a) upon any airport in the United States or in the airspace 
over the United States, or (b) to or from any place in the United States, whether 
or not through the airspace over the United States; provided that the operation 
of aircraft of the national defense forces of the United States upon airports 
under the exclusive jurisdiction and contro! of the Department of Defense shall 
not be considered ‘air commerce.’ ” 
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Section 7 of S. 308; section 6 of S 1119 
We have no comment on this section 


Section 8 of 8S. 308; section 7 of S. 1119 

This section would provide a technical amendment to the definition of “cit; 
zen of the United States” as used in the Civil Aeronautics Act, to include, withi) 
the term, United States nationals in the possessions. This appears to be a desi 
able technical amendment 


Section 9 of S. 308: section 8 of N. 1119 

This section would substitute a new term “Federal Airway” for “Ciyi] Ail 
way” throughout the act We favor this change since it more clearly expresses 
the current concept that our airways are not wholly civil, but also are essentiin 
fo many military operations. We in fact have a “common system” of airways 
for the United States, to serve both military and civil needs. We believe, how 
ever, that a more modern definition of the term might be employed, to indicate 
the fact that, at present, airways are usually defined in ferms of electronic: 
aids rather than ground markings Language somewhat as follows might be 
appropriate: 

‘*Federal airway’ means a path through the navigable airspace of the United 
States, identified by an area on the surface of the earth, or with relation to 
fixed air-navigation facilities. designated or approved by the Secretary, as 
suitable for air navigation.” 

Section 10 of S. 308+ se¢ ction 9 of S. 1119 

This section would eliminate the terms “interstate,” “overseas,” and “foretg) 
air commerce,” which would be necessary if the definition of “air commerce” js 
amended as proposed in section 6 of S. 208 and section 5 of S. 1119. If the 
committee leaves the definition of “air commerce” unchanged, as we have sug 
gested, 1t will be necessary to retain these terms. In that event, we would 
suggest that the definitive language be amended to conform generally with 
that provided for “air transportation” in the same section. 

This section would also make it clear that the Board’s economic jurisdiction 
extends to intrastate operations of interstate carriers. We see no objection to 
this proposed change 
Section 11 of S. BOR > x ction 10 of S. 1119 

This section merely renumbers paragraphs in section 1 of the aet and has no 
substantive effect 
Nection 12 of S. 308: x ction Il of S. 1119 

This section would redefine “possessions of the United States” to include (for 
jurisdictional purposes only) the Trust Territory of the Pacific This appears to 
be a desirable technica] amendment, 


Section 13 of S. 308: section T20f S. 11719 

This section amends the Statement of policy of the present act. principally to 
insert a policy for the regulation of air contract Service As stated in our testi 
mony, the present early stage of development of air contract Service should be 
taken into account in the regulatory policy applied to such service. While we 
do not object to the language proposed in this section, we suggest the following 
as a more positive statement of policy: 

‘(e) the regulation of air contract service in such manner as to assure the 
highest degree of Safety therein, to meet the Specialized needs of shippers for ai 
contract service, and to permit a sound development of air contract Service with 
out impairment of sound economic conditions in air transportation.” 


Section 14 0f S JUS: section LS of S 11719 
This section has been discussed under section 6 (8) of S. 308 and section 5 (8) 


of S. 1119 


Nection 15 offs 1799 


This section appears to define more fully the cooperative activities to be carried 
on by the Federal] Government with State and local governments. The section, 
however, is directed only to the “Board” and not the Secretary of Commerce. We 
believe it hecessary to specifically include the Secretary of Commerce within the 


terms of this section 
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Nection 16 of S. 308; section 14 of S. 1119 

This section would establish a program for Federal grants-in-aid to States and 
iocal governments for an airport aerial approach protection program, For rea 
sons already presented in our testimony, we do not favor the specific provisions 
in these present bills dealing with this subject 
Section 17 of S. 308 

This section would provide permanent certificates for local service airlines 
This has been the subject of separate legislation (Public Law 38), and is no 
onger pertinent for consideration in S. 508. 
Nection 18 of 8S. 308; section 15 of S. 1119 

This section would authorize the CAB to specify the “type and character” ot! 
service to be rendered under a certificate of convenience and necessity. This 
would enable the Board to issue specialized certificates covering charter and othe! 
supplemental services. While this provision would a desirable improvement, we 
believe consideration should be given to proposed amendment C to S. 1119, which 
adopts suggestions made by the CAB. 
Section 19 of S. 308; section 16 of S. 1119 

This section would authorize the Board to revoke a certificate if it finds the 
holder is not a citizen of the United States. It would also authorize the Board 
to require a carrier to extend its existing routes, under certain specified circum 
stances. We see no objection to these proposals. 


Section 20 of S. 308; section 17 of S. 1119 


We favor this section, which would permit the CAB to suspend rates of foreign 
carriers Where this is in the public interest. 


Section 21 of S. 308; section 18 of S. 1119 


This would extend to foreign transportation the carriers’ duty to maintain 
adequate service, reasonable rates, and through service. This appears desirable 
Section 22 of S. 308; section 19 of S. 1119 

These sections would effect a complete statutory separation of subsidy from 
service mail payments. We support such separation. With respect to the sub 
section dealing with Compensatory mail payments, we suggest the following 
changes: 

a. Delete the requirement for the Board to fix a ‘minimum weight of mail dis 
patch” for purposes of computing mail payment. At most, authority to establish 
such “minimum” loads should be discretionary rather than mandatory. 

b. Delete the requirement for the Board to consider Universal Postal Union 
rates in establishing rates to United States carriers for international mail trans 
portation. UPU rates are determined by negotiation between governments, and 
are based on considerations which bear no necessary relationship to the appro 
priate rate for paying United States carriers for carrying United States mail. 
With respect to the subsection with subsidy, we suggest a number of changes, 
which are presented in attachment 2. 

Section 23 of S. 308; section 20 of S. 1119 

This section would limit the Board’s existing authority to exempt carriers from 
the certification requirement of section 401. We favor the general purpose of 
this proposal. The postwar problems associated with the “nonscheduled” seg 
ment of the industry point up the difficulty of using the exemption authority as 
a basis for a continuing, large-scale departure from the normal requirement for 
certification. In effect, this gives rise to a dual regulatory standard in which 
different carriers operate under different sets of basic rules. 

We believe, however, that the specific provisions of these two bills go too far 
in restricting the use of the exemption authority for operators of large aircraft 
These provisions preclude any exemption for such an operator unless he already 
holds a certificate and seeks merely a temporary exemption to supplement serv- 
ices already authorized. There may be special circumstances where it would be 
in the public interest to grant exemption to operators of large aireraft who do 
not already hold certificates. Such exemption authority should be limited to tem 
porary periods, and to situations where the proposed service is not merely a 
(duplication of an existing authorized service. 

In accordance with these views, we suggest that there be added to the present 
terms of these bills a third condition for the granting of exemption, as follows : 
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“(() Where the Board finds that there is an urgent need for a service, no 
already being provided under existing authorizations, and that it would be cor 
trary to the public interest to defer inauguration of such service pending eonside! 
ation of an application for a certificate of public convenience and necessity 
Provided, That any such exemption shall be granted only by order to an ind 
vidual air carrier and shall be granted only for a temporary period.” 

Nection 24 of 8. 308: section 21 of S. 1119 

This section would add a new title to the act (title 1V-A), to provide for eco 
nomic regulation o r contract carriers. For reasons already stated in ou 
testimony before the committee, we favor the general purpose of this proposal 

We believe. however, that the specific provisions of these bills are unduly 
restrictive, especially in view of the early stage of development of air contrac! 
service, and the consequent need for flexible regulation. In particular, we be 
lieve that the provisions relating to applications for, and the issuance of, license 
require an unduly detailed description of the proposed service. These bills would 
require a statement in detail of the points or areas to be served, the types of 
commodities to be carried and the maximum number of shippers to be served 
This amount of detail goes beyond that required of motor contract carrier per 
mits under the Interstate Commerce Act. If anything, there is even more need i! 
the air contract field for flexibility in the authorization granted, because of the 
limited experience with such operations, and the need for experimentation. 

Accordingly, we suggest that these provisions be amended so as to permit the 
Board to include in licenses such terms and conditions as are needed in the pul 
lic interest, but without specifying in the statute itself any detailed descriptior 
that must be included 

We also suggest that the exemption authority relating to air contract opera 
tions be broadened in similar manner to that previously proposed with respect t 
the exemption power for common carriers, i. e. to permit temporary exemptio1 
for operators of large as well as small plants, where this is in the public interest 

In addition, we suggest that the proposed new section 455 in 8S. 308 (p. 34) 
be amended to make fully applicable to air contractors the provisions of sections 
112 and 414 of the act We believe it desirable that these sections, relating t« 
agreements between carriers, be extended to air contractors as well. 


Nection 25 of S&S. 308; section 22 of S. 1119 


This section would provide technical adjustments of language of section 601 
to include new terms defined in section 1 of the act. It would also include a new 
directive to the Board to consider “the safety of persons and property on the 
ground” in adopting safety regulations. We favor this change. 


Section 26 of S. 308; section 23 of S. 1119 


This section would adjust the language of the section authorizing issuance of 
operating certificates to include “air contractors” as well as “air carriers.” The 
amendment would also eliminate an existing unnecessary requirement that oper 
ating certificates specify the “airway over which” carriers may operate. We: 
favor elimination of these words. 


Section 27 of 8S. 308; section 24 of S. 1119 


This section would amend section 605 of the act, to include the new term “ai: 
contractors.” We have no objection to this change. 


Section 28 of S. 308; section 25 of S. 1119 


This section is evidently intended to provide a similar adjustment of languag 
for section 609. The word “carrier” on page 36, line 2, in S. 308 appears to be 
in error, and should be «hanged to “contractor.” 


Section 29 of S. 308; section 26 of S. 1119 


« pe 
tion” for “air commerce” and to add “air contractor” in section 610 of the ac 
As indicated by our prior comment on section 6 of S. 308 and section 5 of S. 1119 
we oppose the substitution of the phrase “air navigation” for the phrase “‘air com 
merce.” Consequently, the specific change here proposed is unnecessary if 
our prior recommendations are accepted. 

The section would also provide additional prohibitions against certain activities 
by mechanics, manufacturers, and air agencies. At present, the only sanction 
provided for violations of the Civil Aeronautics Act by persons holding mechanic, 
air agency, or production certificates, is suspension or revocation of the certificate 


This section would make adjustments of language to substitute “air naviga 
t 
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eld. In many cases this sanction is inappropriate. Suspension or revocation 
results in the loss of the certificate holder’s means of livelihood, and loss of 
»roduction to essential industry. The ae penalty is the normal action taken 
for minor violations of various other Civil Aeronautics Act provisions. Since 

is part of the proposed amendment would extend the area within which civil 
enalties may be imposed for minor violations, we favor its adoption 


Section 27 of S. 1119 
This section would amend section 801 of the act, to limit the President’s exist 
g functions in reviewing foreign, overseas, and territorial air route decisions of 
CAB. We have discussed this proposal in testimony presented before this 
mmittee. For reasons stated therein, we believe this proposal is unsound 
nd recommend against its favorable consideration. 
ction 30 of NS. 308 
This Department has no comment to offer with respect to this section 
ction 31 of SN. 308; section 28 of S. 1119 


This section would provide authority for the Weather Bureau to cooperate 

th States and local governments in establishing and maintaining supplementary 

eather stations. The type of cooperation contemplated by this section is alread) 

nder way to some extent. We suggest that this section be slightly broadened to 

ike clear that cooperative arrangements can be made with local governments 
r than States and their political subdivisions 


tion 32 of S. 308; section 29 of S. 1119 


This section would amend section 901 (a) of the act to: 

(1) Clearly delineate the respective authorities of the Secretary, the Board, 
id the Postmaster General to compromise civil penalties. 

(2) Provide for civil penalties for violation of title NIL (security prov 
f the act. 


ind in 8S. 308, it would also: 

(3) Provide for civil penalties for violation of the economic provisions of 
the act. 
We favor amendment (1), the clarification of the respective authorities of the 
Department of Commerce, the Board, and the Postmaster General, as a needed 
editorial revision to this section. 

Amendment (2) is similar to 8S. 1380 of this Congress, sponsored by the De 
artment of Commerce. We set forth at length our favorable views on that 

ll in the letter dated April 5, 1955, addressed to the chairman of this com 
iittee. We assume that the words, “any rule, regulation, or order issued under” 
between the words “or” and “title XII” were inadvertently omitted from S. 308 
ind 8. 1119 (P. 39 L. 1: 8. 308). We recommend that this language be corrected 
to conform with S. 13880. Without this language our authority to impose civil 
enalties for violations of regulations issued under tithe XII would not be clear 

Amendment (3) (in S. 308 only) involves the enforcement activities of the 
Civil Aeronautics Board, and would not directly affect this Department. We 
would not interpose any objection to its adoption. 


Section 83 of S. 808; section 30 of S. 1119 

This section would make editorial corrections in section 902 of the act to 
accommodate new terms and to provide criminal sanctions for the forgery of 
‘permits and licenses” in addition to the present “certificates.” We interpose 
no objection to this section. 

Section 34 of S. 308; section 31 of S. 1119 

This section proposes a new procedure for considering complaints from munic 
palities, claiming inadequacy of service by air carriers. The Board would be 
directed to sponsor an immediate informal conference between the community 
ind the carrier, to attempt to resolve the dispute. Failing agreement between 
the parties within 60 days, the Board would be directed to conduct an immediate 
formal investigation of the complaint. 

We see no objection to the first part of this proposal, requiring immediate in 
formal discussions among the interested parties. However, we question whether 
the Board should be required automatically and immediately to follow this with 
i formal investigation in any situation where the community and the carrier fail 
to agree informally. If the informal conference establishes to the Board's satis 
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faction that the complaint is without merit, it might be a waste of time for «| 
concerned to proceed with a formal investigation. We suggest the inclusion 
this section of some language similar to that existing in the present section 1002 
(a), namely, requiring the Board to hold a formal investigation “if * * * ther 
shall appear to be any reasonable ground for investigating the complaint.” 
Section 35 of S. 308; section 32 of S. 1119 

This section would amend section 1002 (a) of the act, which provides authority 
to prescribe rates and practices of air carriers. Both bills would broaden this 
authority : first, to give greater jurisdiction over international and overseas rate 
and second, to povide rate authority over air contract carriers. 

We have already commented in our testimony on the desirability of giving CAB 
increased authority over international rates and fares. These bills would give 
the Board authority only to prescribe minimum rates in this field. We belie 
this would be a considerable improvement over the present situation, and would 
probably meet most of the rate problems that might arise in international avia 
tion. We note, however, that the Board has suggested that this authority lh: 
broadened to provide the power to prescribe maximum and specific rates as 
well. We defer to the Board’s judgment on this matter, and raise no objectio: 
to the Board’s suggestion. 

The proposed authority over air contract rates is patterned generally after the 
provisions of the Interstate Commerce Act, dealing with motor contract carriers 
We see no objection to this proposals 


Nection 36 of S. 308; section 33 of S. 1119 


This section would amend section 1002 (f), to make clear that the present rul 
of ratemaking applies to common ¢arriage. This clarifying amendment is neces 
sary because of the other provisions of these bills, bringing contract carriag: 
within the economic regulatory jurisdiction of the Board. 


Section 37 of S. 308; section 34 of S. 1119 


This section breadens the Board’s authority to suspend rates, to cover the tw: 
hew areas over which the Board’s rate regulation would be extended by thess 
bills, i. e., international rates, and air contract rates. This is a desirable corollary 
to ather sections of the bill, and the Department perceives no objection to thi 
proposal. 


Nections 38 50 of SNS. 308: sections 35-387 of S. 1119 


These sections would accommodate the language of sections 1005, 1007, and 
1009 of the act to the terms previously discussed. 


Section 41 of S. 308; section 38 of S. 1119 


In addition to substitution of the new term “air navigation” for “air com 
merce,” this section would add a new section 1101 (b), authorizing air carriers 
and air contractors, through the pilot in command, “to take such action as may 
the judgment of such officer be reasonably necessary in the interest of safety 01 
the reasonable comfort of the passengers and the members of the crew.” 

We assume that it is not the intent of this proposed revision to grant author 
ity to the pilot in command to deviate from safety regulations since the existing 
civil air regulations already grant to the pilot in command authority to deviat« 
therefrom in cases of emergency to the extent required in the interests of safety 
However, the effect of the proposed language would be not only to affirm that 
principle in legislation (which we believe to be unnecessary) but to go further 
and permit deviation from essential safety regulations when necessary in the 
interest of the “reasonable comfort of the passengers and the members of the 
crew.” We do not believe this was intended, and if intended we must strongly 
oppose it since safety should not be jeopardized merely in the interest of “rea 
sonable comfort.” It is our understanding that the purpose of the provision is 
to protect the pilot and the operator from unwarranted exposure to civil liabil 
ity arising out of the performance of reasonable and necessary acts on the air 
plane to protect passengers and cargo, which acts are unrelated to the operatio! 
and navigation of the aircraft itself: for instance, the use of reasonable force 
to subdue an unruly passenger. If this is the intent of the provision we endorst 
it in principle but strongly recommend that it be revised to limit its scope to that 
problem. 


Section 42 of S. 308; section 39 of S. 1119 


This section would amend section 1102 of the act relating to international 
agreements, to include the newly designated class of “air contractors.” 
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ections 43-44 of S. 308; sections 40-41 of S. 1119 

These sections provide for certain rights and procedures relating to judicial 
eview of determinations relating to maximum insurable value of aircraft cov- 
ered by war-risk insurance under title XIII of the act. 

A similar proposal has been before the Congress in connection with marine war 
sk insurance. Last year, this Department expressed its views in opposition 
) such a proposal in that field, in our report on S. 1878 (88d Cong.). We are 
presently reviewing this position, in connection with our report to be submitted 
n S. 1833 of the present Congress. The basic issue appears to be essentially 
he same in both aviation and marine war risk insurance, and the treatment ac- 

rded this matter should be therefore consistent in both fields. We would at 
this time wish to defer our comments on these particular sections of S. 308 and 
S. 1119 in order that our comments on these bills may have the full benefit of 
the consideration being given to the problem in the maritime program. 


Sections 45-46 of S. 308; sections 42-43 of S. 1119 

These sections make editorial corrections to other acts, adding the new terms 
air contractor” and “foreign air contractor.” 
Section 47 of S. 308; section 44 of S. 1119 

Subsection (a) of this section would repeal that part of section 4 of the Air 
Commerce Act of 1926 which authorizes the States to establish airspace reserva- 

ons. We favor this amendment. There appears to be no reason for the con- 
inuance of this little-used authority. 

Subsection (b) would repeal section 5 (f) of the Air Commerce Act which 
provides for the separate treatment of military and civil airways. This is con- 
sistent with the pattern in these bills, discussed earlier in connection with the 
lefinition proposed for “Federal airway.” We favor this amendment as a further 
implementation of the common system policy. 

Section 48 of S. 308 

This Department has no comment on this section. 
Nection 49 of S. 3808; section 45 of S. 1119 

This section repeals Reorganization Plan No. 10 of 19538. That plan provides 
for the administrative separation of subsidy from service mail payments. Both 

lis provide elsewhere (sec. 22 of S. 808 and sec. 19 of S. 1119) for a more 

mplete, statutory separation of these elements. This would take the place of 
he administrative separation accomplished by Reorganization Plan No. 10. We 
issume, of Course, that the repeal of plan No. 10 will be retained in this legislation 
nly if the other sections, providing for statutory separation, are also retained 
the bills in subsequent stages of congressional consideration. 
Section 50 of S. 308 

This section would direct the Board to investigate possible airline mergers 
which would lead to improved service and lower cost to the public. The Board 

ould be required to report its findings to Congress within 2 years. 

We believe that such a study may be useful. In appropriate circumstances, 
nergers can provide effective means for improving the airline route pattern. 
fhe Department makes no comment as to whether additional mergers in this 
field are in fact necessary or desirable at this time. However, we believe that this 
type of study might be helpful in focusing the attention of the Board and the 

dustry on this subject. Information developed in such an investigation should 
lso be useful to Congress in any subsequent review of legislative policy. 


Section 51 of S. 308; section 46 of S. 1119 


This section would provide an effective date for this bill, 90 days after enact- 
nent. This appears to be a reasonable period. 


ATTACHMENT 2 
COMMENTS ON SUBSIDY PROVISIONS OF 8S. 308 AND S. 1119 


Both bills provide for a complete, statutory separation of subsidy from mail 
payments. As indicated in our testimony, we favor such complete separation. 

Both bills also propose to establish contractual arrangements for the payment 
of subsidy. We believe there would be merit to subsidy contracts, since they 
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uld permit more orderly future planning for both the industry and the G 
nent 
The specific contract provisions differ between the two bills Because of 
experience in administering the present subsidy program, the CAB wonld 
better qualified to advise the committee as to the specific language that mig 
est be included in these bills to assure a sound contractual arrangemen 
one which would adequately safeguard the interests of both the carriers 
the Government We would like, however, to offer the following suggestions 
to general principles which should be included in a subsidy contract progra 
this field 
1. Subsidy to be recaptured at the end of the Contract period should consist 


e-half of a carrier’s earnings in excess of some stated “reasonable” rate 
We believe if best not to attempt to prescribe in the statute itself t 
or this pu =e We believe instead that the CAB wou 

l such profit rate i he contract itself, so that the carr 
know fron e start of the contract period what portions of his earnit 


be subije t to! 

Contracts ld not ex > years ip duration Neonomic conditions 
transportation are jie yrap change, and a contract period of more th 
ears would seem unduly long in this industry 

Any contract provision should permit the CAB to make maximum use of 

mal conference procedure, where agreement can be reached between 1 

without a formal hearing The bill shoud] provide an “opportunity t 
* without necessarily requiring a hearing. 

It may be necessary to include some “emergency” clause, to permit reopel 
ing of the contract rates in the event of drastic changes in circumstances, beyon 
the control of the carrier. However, it should be made clear that such authorit 
should be used sparingly, or else the significance of the contractual arrangeme 
would be lost 

5. Subsidy determinations should take into account “all other revenues” of 
carrier. However, the Board should have sufficient discretionary authority 
permit it to exclude for this purpose revenue which may be derived from act 
ities which are not reasonably related to air transport operations. 

In our testimony, we suggested an additional point for the committee's co 
sideration We suggested that the legislation should give the CAB clear auth: 

to remove the basic eligibility for subsidy where this is in the public interes 
We also believe that it would be desirable to spell out in a policy statement 
intent that subsidy shall, to the maximum extent possible, be limited to te 
porary developmental aid Specific provisions to carry out these suggestio 
are presented below, for insertion at the beginning of the subsidy subsection of 
these bills—i. e., at the beginning of proposed section 406 (e) : 

(1) The Board is authorized to provide subsidy grants to air carriers wher: 

h assistance is necessary to assure the development of air transport servi 
of an extent, and character and quality, required for the commerce of the Unite 
States, the post il service, and the national defense. To the maximum extent 
possible, it shall be the policy to provide such subsidy assistance on a temporal 
developmental basis, and with the objective of assisting air carriers to achieve 
a position of financial self-sufficiency. 

(2) The Board shall include, as one of the terms of each certificate of publ 

venience and necessity, a finding as to whether the carrier holding such cet 
all be eligible to receive subsidy payments under this section. Eacl 

! a certificate, or each applicant for a new or renewal certificate, ma 
apply for subsidy eligibility. The Board shall designate a carrier as eligible f 
subsidy only if it finds that such designation is necessary in accordance with t 

irpose and policy set forth in paragraph (1) of this subsection. Each applicant 

} eligibility shall sustain the burden of proof of demonstrating the 
for subsidy support: Provided that each certificate authorizing the 
"mail as of the date of enactment of this section shall be found eligible 
ubsidy payments, upon application by the holder thereof, filed within 50 
ate, 
ira shall continuously review the operating results and finan 
arriers eligible to receive subsidy, with a view to eliminating su 

j soon as such action can be taken consistently with the stateme 

purpose and policy set forth in paragraph (1). At any time, 5 years or more 
after the initial finding of subsidy eligibility, the Board may upon its ow! 
motion institute a proceeding to determine whether a certificate containing p 

sion for subsidy eligibility should be amended to remove such eligibility. Af! 
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tice and hearing, the Board shall remove such eligibility if it finds, on the 


het 


basis of experience gained under the operations authorized by said certificate, 


that continued eligibility for subsidy is no longer justified or required for the 
purpose set forth under paragraph (1) of this subsection 


ATTACHMENT 
COMMENTS ON PROPOSED AMENDMENTS TO S 


mendment C (February 18, 1955) 


his amendment would define a new class of air carriers, to be designated “Sup 
plemental service air carrier.” It would also give the Board somewhat greater 
authority, than either S. 308 or S. 1119, to issue specialized certificates for suppl 


mental services. As stated in our testimony, we believe favorable consideration 


hould be given to this proposed amendment 


jmendment C (March 28, 1955) 

this amendment would substantially weaken the statutory tests for granting 
certificates of convenience and necessity. For reasons stated in our testimony, 
we believe this amendment is unsound, and recommend against its favorable con 
sideration. 

In addition to the reasons presented in our testimony, we call attention to the 
fact that this amendment, in deleting subsection 2 (¢c) of the act, would eliminate 
the stated objective of regulating aviation to promote its safety. This provides 


a further reason for our objection to the proposed amendment 


tmendment D (March 23, 1955) 

This amendment would authorize the granting of free or reduced rate trans- 
portation to ministers of religion, We do not favor this amendment. The phys 
ical characteristics of air transport capacity involve more rigorous weight and 
space limitations than exist in the case of surface transportation. It is corre 
spondingly more important in aviation to hold to a minimum the granting of free 
or reduced rate transportation. 
imendment IL) (March 23,1955) 

his amendment consists of two parts. The first part proposes major changes 
in the organizational and procedural arrangements for furnishing airline sub 
sidy. It would, among other things, establish the new position of subsidy admin 
istrator, to whom would be assigned some of the subsidy responsibilities now 
evercised by the CAB. As indicated in our testimony, we believe this proposal 
would create more problems than it would solve, and we recommend against its 
favorable consideration. 

The second part of this amendment would modify existing requirements for 
securing CAB approval for proposed airline mergers or acquisition of control, 
Curriers or individuals, who now must obtain such approval before acquiring con- 
trol of another carrier, would be permitted under this proposal to secure control, 

|! seek CAB approval subsequent ly. 

This Department believes that this proposal is unsound The present provi 
sions of the act do not constitute an unduly difficult arrangement for effecting 
Inergers between carriers, as evidenced by the mergers actually consummated 
since 1938. While it is true that the proposed amendment would retain an op 
portunity for the Board to approve an acquisition of control, after the fact, we 
, that this is less desirable than the present procedure. Under this proposal, 
he parties concerned would actually have taken specific action, changing theit 
nancial position, in advance of Board approval. Faced with an accomplished 

ct, the pressures upon the Board to grant approval would obviously be great], 
ncreased., ‘ 

] 


| Inerger proposal is in the public interest, there is every reason to believe 


hat it can be approved and consummated without undue difficulty under the exist 
provisions. If, on the other hand, a merger is contrary to the public interest 
s undesirable to make it more difficult for the Board to reject it. by 


ee 


+} : - : 2 permitting 
e parties to effect the control acquisition prior to Board action 
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ATTACHMENT 4 


DEPARTMENT OF COMMERCE COMMENTS ON AIR ForcE LETTER DATED APRIL 25, 1955 


The Air Force in their letter of April 25, 1955, recommended substantial changy 
in S.308 and 8.1119. Their proposals in substance are: 

(1) To provide broad exemption for military and civilian personnel of the 
Defense Department from the flight rules which apply to all other operators 
aircraft in the United States. 

(2) To exempt Defense Department civilian employees and military person 
from the provision of the act which requires supervisory mechanics to hold a 
propriate airman certificates if they work on civil aircraft (and from the pro 
posed provision in both bills requiring those mechanics to observe the safet 
standards established by the Civil Aeronautics Board for such work). 

(3) To prohibit the Civil Aeronautics Board from issuing any regulations 
respecting the airworthiness, servicing and fueling of military aircraft or th 
aeronautical practices, methods and procedures of the defense forces. 

(4) To exempt, from all of the act’s safety provisions, movements of aircra 
at airports operated by the military departments (including joint civil-military 
airports at which a military officer is in charge). 

Since its original enactment by the Congress the Civil Aeronautics Act of 193- 
by section 610 (a) (5) has provided that all aircraft whether civil or military 
operating in air commerce must comply with the general rules governing naviga 
tion of aircraft prescribed by the Civil Aeronautics Board. Since 1940 the Civi 
Aeronautics Board has taken the position that the operation of aircraft anywher 
in the airspace of the United States is in “air commerce.” This application 
the term “air commerce” by the Board has been universally accepted by th« 
aviation industry and has received judicial approval. Thus at the present time 
military aircraft operating anywhere in the airspace over the United States ary 
required to adhere to the general rules governing navigation of aircraft prescribed 
by the Board, unless operated pursuant to an exemption granted by the Board 
through the Civil Aeronautics Administration. Consequently, the Air Fores 
proposals represent a fundamental change in the existing principles established 
by Congress in the present law. 

The proposals of the Air Force are not made necessary solely by reason 
new proposals put forth in 8S. 308 and 8. 1119. The problems cited by the Air 
Force as requiring the requested changes exist under the present law as a result 
of the fundamental relationship between civil and military operations whi 
Congress established in 1938 by the passage of the present law. This relationship 
has existed for 17 years under these provisions. We know of no problem that 
has arisen between ourselves and the military agencies in all this time resulting 
from the exercise of the safety authority granted the civil agencies by the Civ 
Aeronautics Act of 1938. With this background of 17 years of harmony betwee! 
the civil and military agencies under existing law, we believe that the Air For 
proposals for changes in our relationship should be approached with the great« 
caution. We feel that changes should not be made unless there are compelling 
reasons 

EXEMPTION FROM THE OPERATIONAL RULES 


Paragraph 8 (hb) of the Air Force letter requests broad legislative exemptions 
from the civil operational rules which now apply to the pilots of military a 
craft It was the stated purpose of this amendment to limit the control and 
regulation of military flying by the civil aeronautical agencies. 

As previously indicated, under present law. all “air commerce” is subject 
regulation by the civil aeronautics agencies. Thus, all flights of military aircraft 
in the airsnace of the United States are now. in theory at least. regnlable und 
our act. We have no desire to become involved in exclusively military matters 
However, in aviation this exclusiveness rarely exists. Military aircraft 
military business, to take an example close at hand, operating into, ont of, and 
at Anacostia Naval Station, do affect operations at Washington National Airport 
They are now regulable by civil authority, and properly so. We feel that when 
military pilots operate aircraft in the air with civilian aircraft, both must 
subject to the same operational authority. The speed of modern aircraft and 
the growing congestion of traffic in the air make it imperative. The Air Forcé 
apparently agrees that this is so in certain situations since they do not sugges! 
reconsideration of the original congressional decision giving civil authority 
precedence where safety requires a single directing agency. However, they do 
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request Congress to declare, in effect, that safety does not require that single 
authority in any but for specified types of operational situations 

The Air Force requests exemption from the operational rules, except those 
involving: 

i. Right-of-way and proximity of aircraft, when both aircraft of the 
national defense forces of the United States and civil aircraft are jointly 
involved, or 

ii. Flight within control zones and control areas, or 

iii. Operation on or in the vicinity of an airport (other than a military 
airbase or military landing area), or 

iv. Flight under instrument flight rules and conditions. 

None of the limiting terms, except “airport,” used in the language proposed, 
has any fixed meaning under the statute. The terms “control zone,” “control 
area,” “instrument flight rules” and “instrument flight conditions” are regulatory 
words with flexible meaning. It is not clear whether it is intended by the Air 
Force proposed amendments to freeze these regulatory terms in their present 
meaning. We feel that it is necessary to keep them flexible to permit the civil 
agencies to adapt their administration of the act to changing conditions. For 
example: “Control areas” have, up to now, pretty much been designated as 
coextensive with the fixed Federal airways, since air-traffic control is exercised 
primarily along these routes, and these routes have been defined in terms of 
unidirectional air navigation facilities. With the development and more gen- 
eral installation of the newer omnidirectional navigational aids, consideration 
is being given to greatly broadening the extent of these “control areas” to cover 
all of the airspace which it is possible to navigate safely under instrument con- 
ditions with this equipment. This would mean that almost all areas in which 
there is any significant air traffic would be included in “control areas.” We 
anticipate that in the not too distant future, air safety may require such a 
broadening of the meaning of that term. If Congress were to enact the Air 
Force proposed amendments, the Civil Aeronautics Board would probably feel 
obliged to give great weight to an apparent congressional intent to limit the mean- 
ing of “control areas” to its present narrow connotation. Under the circum- 
stances, the Board would not be as free to change the meaning of the term as 
it would if it had only to consider the advantages in terms of air safety. This 
would be so even assuming that enactment of the Air Force proposed amend- 
ments would not, as a strictly legal matter, prevent the Board from changing the 
meaning of the term. 

Moreover, the exemptions proposed by the Air Force are overly broad. Under 
the Air Force proposal military pilots would be exempt from the visual flight 
rules, the rules as to minimum safe altitudes, and many others. We feel that 
military pilots should observe these operational regulations which the Civil 
\eronautics Board has adopted as much for the protection and comfort of persons 
and property on the ground as for the safety of aircraft. The rules are suf- 
iciently flexible to accommodate all possible military operational problems. Tak- 
ing the minimum altitude rules for example; military operations at low altitude 
may now legally be conducted in unpopulated areas; where low flight is neces- 
sary for landing or takeoff it is also permitted; and where low flight is neces- 
sary for any other operational reason, waivers are freely granted. We do not 
believe that blanket authority should be granted to military pilots to fly low over 
populated areas where it is not operationally necessary. 

if the language in the Air Force proposed amendments is meant to give any 
other agency or persons authority to determine the meaning of the flexible regula- 
tory terms, then it is objectionable as creating two different sets of rules for 
using the same air at the same time by different groups of aircraft, a situation 
that could very easily lead to disaster. 

In paragraph 8 (b) of their letter the Air Force also recommends, in a 
proposed section 610 (b) (3) b, that military pilots be exempted absolutely from 
the operational rules, “while engaged in a military operation with due notice 
to the appropriate civil airways officer in the area concerned.” 

This problem up to now has been handled satisfactorily by administrative 
action; no difficulty that we are aware of has arisen im all the time the act has 
been in effect. We feel that this is an administrative detail that has no place 
in a general regulatory statute. More important, however, we feel that the 
language proposed for the exemption is too broad and based upon an incorrect 
principle. 
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Under the Air Force proposal the control of the method, manner, timing, and 
other details of notice of noncompliance with safety regulations is vested sole 
in the military “Due notice” is not defined nor is authority to fix its meaning 
granted to any particular agency The person authorized to give the nhotic 
is not specified and the phrase “appropriate” civil airways officer establishes o1 
a general classification of persons to whom the notice is to be given with appar 
ent freedom to determine just who is appropriate vested in the military perso: 
electing to give due notice. The result of this situation is that since all contr 
of method, manner, timing, and other details of notice is beyond our control 
cannot be sure of our ability to take adequate timely action to minimize thi 
hazard created to other aircraft, including other military aircraft, when notic 
is given that certain military operations are to be conducted without regard 
existing safety rules. Under existing procedures the military necessity of con 
ducting some operations without regard to safety rules is recognized and provi 
sion therefor is made. However, this is done through regulations of the Board 
which prescribe procedures assuring notice from the military in such forn 
and manner and in sufficient time to permit us to adequately protect othe 
traffic. We think that a fair balancing of the interests of necessary civil opera 
tions against equally important peacetime military operations, requires that 
the military should not be given this broad authority to impose such limitations 
and hazards upon the other civil and military users of the airspace. As we 
have pointed out, the present system, so far as we are aware, has worked well 
for 17 years without the imposition of hardship on the military. We are aware 
of no reasons to make the fundamental change, and strongly oppose it. 


2. EXEMPTIONS FOR MECHANICS EMPLOYED BY MILITARY AGENCIES 


Paragraph 8 (a) of the Air Force letter suggests an amendment to the language 
proposed in S. 308 for section 610 (d) (2) of the Civil Aeronautics Act. This 
section would prohibit violation of the safety regulations by the mechanics who 
service aircraft. Here again, the situation which the Air Force suggests might 
create a problem has, to a large extent, existed under the present act without, 
as far as we know, any difficulty having arisen. 

Tt is now unlawful, under the act for any person “to serve in any capacity 
as an airman in connection with any civil aircraft used in air commerce without 
an airman certificate authorizing him to serve in such capacity, or in violation 
of the terms of any such certificate.””. Under this prohibition military or civilian 
mechanics who repair civilian aircraft are now requred to hold airman certifi 
cates. We know of no instance where this has resulted in the refusal of any 
military personnel to make emergency repairs to a civilian aircraft, and we 
know of no instance of anyone who was ever prosecuted in consequence of such 
activity. Almost all of the instances, we believe, in which the emergency re 
pairs mentioned in the Air Force letter would occur, would be at overseas military 
bases. The Civil Aeronautics Board has authority, under section 1 (b) of the 
act, to exempt these mechanics at overseas bases from the airman certification re 
quirements. It appears to us that this presents an adequate administrative 
remedy for most problems if they arise. The Air Force has never applied to the 
Civil Aeronautics Board for such an exemption. 

In any event, this emergency repair of civil aircraft at military bases is a 
relatively rare occurrence. Of the few civil aircraft that become involved in 
situations requiring emergency repairs at military bases, most are four-engin¢ 
transport aircraft, each of which, under our regulations, must carry, as a crew 
member, a certificated flight engineer. This flight engineer is authorized to 
supervise and approve any repairs made. Under the act and the Civil Air Regu 
lations, if there is a flight engineer present no subordinate mechanics is required 
to hold a certificate. The responsibility is solely the flight engineer’s. This fur 
ther limits the number of these incidents that might involve technical viola- 
tions of our act. Past experience has proven that any problem that may arise 
can be very easily and satisfactorily handled administratively. We submit that 
it is not good legislative practice to make general regulatory acts so specific that 
they will cover in detail. all problems that may possible arise, when an adequate 
administrative mechanism is provided for their resolution. 

Furthermore, we believe the exemption proposed by the Air Force is much 
broader than any need that can be demonstrated. It is not limited to emergency 
repairs, nor to remote bases, nor to qualified employees. All Defense Depart 
ment employees would be authorized, under the Air Force proposal, to repair 
any civil aircraft, subject only to the limitation that it be done “while in the 
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tormance of their official duties.” This, in our opinion, allows too much lee- 

iv for individual, subjective decision as to what “official duty” may be. The 
vil aeronautics agencies have prescribed reasonable minimum standards for 
?! vir ing aircraft These standards should he observed by all persons W ho service 
iircraft, including Defense Department employees, subject always to the general 
ndition that real emergencies create exceptions to all regulations 
LIMITATIONS ON THE CIVIL AERONAUTICS BOARD'S REGULATORY Al 

MILITARY AIRCRAF1 


PHORITY OVER 


The Air Force’s proposed group of amendments in paragraph 7 of their letter 
pp. 4 and 5) are again all concerned with problems which (insofar as they 
exist at all), exist under the present act pretty much to the same extent as they 
vould under the act as amended by $8. 308. These proposals would prohibit the 
Civil Aeronautics Board from issuing safety rules, regulations, and minimum 
standards affecting the airworthiness of military aircraft and military appli- 
ances, the servicing and fueling of military aircraft, and the aeronautical prac- 
tices, methods, and procedures of the defense forces. Of course, the Civil Aero- 
auti¢s Board has never issued any regulations purporting to control military 
activities in any of these areas. Aside from the obvious impossibility of enfore 
ing any such regulations against another Government agency, the prohibitions 
in the law, by which these regulations gain their legal force, for the most part, 
apply to civil aircraft only (see Sec. 610 (a) (1) through (4)). Consequently, 
even if such regulations were issued they would not be enforceable under the 
aw, Or in practice. In our opinion, these amendments are unnecessary now and 
would be unnecessary under the act even if it is amended as proposed in 8. 308. 


4. EXEMPTION FROM SAFETY RULES OF OPERATIONS AT MILITARY AIRPORTS 


In the first numbered paragraph of the Air Force letter they propose a new 
definition for the term “airport,” to exclude any airport which is under the 
control of the military. It is the stated purpose of this amendment to exclude 
civil authority from military airports, which the Air Force feels might create 
a burden if the amended term “air navigation” is substituted for “air commerce” 
as proposed in both bills. 

As we said in attachment 1 (section-by-section analysis, sec. 6, S. 308; sec. 5 


, ’ 


1119), if the committee feels, contrary to our recommendation, that amend- 
ment of the definition of “air commerce” is necessary, we suggest that the lang- 
uage proposed in the bills should be amended to exempt operations of military 
aircraft on military bases to meet this objection of the Air Force. The proposal 
of the Air Force, however, goes beyond this; it would exempt civil aircraft from 
civil jurisdiction when on an airport controlled by the military. We believe that 
this much broader exemption is both unnecessary and undesirable. Civil aircraft 
should be subject to civil jurisdiction wherever they may be. 


Ss 


OTHER AIR FORCE RECOM MENDATIONS 


Paragraph 3 of the Air Force letter relates to section 16 of S. 308, which pro- 
poses an airport approach protection program. We have already commented 
on that portion of the bill in our detailed comments. 

Paragraphs 4, 5, 6, and 9 of the Air Force letter relates to air contract car- 
riers and propose special arrangements for contracts between such carriers and 
the Department of Defense. The Civil Aeronautics Board has already submitted 
its comments on these proposals. We concur with the Board’s comments on 
paragraphs 4 and 5. 

Paragraph 6 of the Air Force letter contains proposed provision relating to 
military contracts. These provisions consist of two parts. With respect to the 
first part, we recognize that some special provision may be desirable to deal with 
military emergencies, although we feel that the specific proposal submitted by Air 
Force would need some adjustment for this purpose. 

The second part of the proposal in paragraph 6 would specify that enactment 
f this bill would not prohibit renegotiation of rates under military contracts 
with air contractors. It is our understanding that the provisions now contained 
in S. 308 and 8. 1119 would not reduce any authority for renegotiation that now 
exists with respect to contract carriers. Accordingly, the language proposed 
by the Air Force on this point appears unnecessary. 

Paragraph 9 would exempt military contracts from rate suspensions, where 
such contracts are subject to renegotiation. We question the desirability of this 





290) CIVIL AERONAUTICS ACT AMENDMENTS OF 1955 


proposal. Miliary business accounts at present for a major portion of air « 
tractor operation. The Board, in its oral testimony on 8. 308 and 8. 1119, e1 
pasized the reasons why these very contract operations for the military servic 
should be subject to reasonable regulation. Among other considerations, th 
Board pointed out that: “The situation is such as to give rise to reasonable fe: 
in the opinion of the Board, that unless the minimum rates of these carriers are 
regulated and fixed by the Board, the safety of their operations will be jeopar 
ized.”” Removal of military contract rates from the Board’s suspension powe1 
would weaken the effectiveness of regulation for a major portion of present co 
truct business. We do not see the necessity for this proposal, particularly si 
the first portion of paragraph 6 proposes an arrangement to meet military emer 
gencies. Accordingly, we recommend against adoption of the proposal in para 
graph 9. 

In paragraph 2 of their letter, the Air Force suggests limiting the authori 
of the Department of Commerce under title IIT of the act strictly to civil matter 
The Air Force's reasons for this particular proposal are not stated in any deta 
However, since this amendment appears to be inconsistent with the present Go 
ernment policy favoring a “common system” of airways to serve both civil an 
military needs (mentioned in our comments on §8. 308, section 9, and S. 1115 
section 8, changing the term “civil airway” to ‘‘Federal airway”), we cannot 
support these amendments. 


ATTACH MENT 5 
DEPARTMENT OF COMMERCE COMMENTS ON SENATE CONCURRENT RESOLUTION “x” « 
THE STATE OF NORTH DAKOTA 


While both the Civil Aeronautics Admiminstration of the Department of Con 
merce and the Civil Aeronautics Board have in the past considered regulatory pro 
posals for requiring certification of crop dusters, no formal action was ever take! 
This was due to the fact that upon investigation, it was concluded that no com 
pelling reasons of safety required such action. 

At present, safety of this type of operation is assured through a system of 
waivers. Crop dusting by its nature requires deviation from minimum safe alti 
tudes of flight; therefore, a waiver of such regulations is required. The skill of 
the personnel involved and the airworthiness of the equipment to be used is 
assured by administrative action in refusing to issue the necessary waiver except 
in those instances in which the applicant meets necessary minimum standards 
Our policies with respect to this have been recently published in the Federal Reg 
ister (20 F. R. 2512, CAM 60, Supp. 19) and are thus known to the industry. 

Briefly summarized, these policies provide for issuance of a certificate of waive: 
or authorization for agricultural operations upon application to the local avi 
ation safety agent, when the operation can be conducted under terms and con 
ditions which provide for a reasonable degree of safety to other air traffic and to 
persons and property on the ground. The certificate contains an expiration 
date to allow ample time for completion of the operation, not to exceed 1 yen 
Normally, 10 days is sufficient advance time to complete the approval procedure 
for issuance of a certificate. 


ATTACHMENT 6 


PROPOSED LEGISLATION TO AMEND SEcTION 603 OF THE CIvin AERONAUTICS ACT OF 
L938 


STATEMENT OF PURPOSE AND NEED 


It is the purpose of the attached bill, “to amend section 603 of the Civil Aero 
nautics Act of 1938; to revise the provisions for issuance of type and airworthi 
ness certificates; to provide for the issuance of ferry permits and the author 
ization of experimental operations ; and for other purposes.” 

These proposed amendments to section 603 of the Civil Aeronautics Act of 
1938 are, for the most part, based on recommendations in the Air Coordinating 
Committee’s report on civil air policy, made last year at the direction of the 
President. That report stated (in part): “The advancement of aviation safety 
shall continue to be regarded as a cooperative effort of Government and indus 
try,” and “Industry organizations must assume primary responsibility for assur- 
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ng adherence to safety standards within their organizations.” The enclosed 
draft bill would be a step in the direction of conforming the safety provisions 
if the act to the philosophy expressed in these policy re¢ ommendations 

The first section of the draft bill would revise subsection (a) of section 603 

f the Civil Aeronautics Act of 1938. At present, this subsection provides for 
he issuance of type certificates by the Secretary of Commerce, upon application 
of any interested party, if the Secretary finds, after investigation, that the air- 

raft (or component) “is of proper design, material, specification, Construction, 
ind performance for safe operation, and meets the minimum standards, rules, 
and regulations prescribed.” These requirements place primary emphasis on 
the responsibility of the Government, and impose little or no direct obligation 
on the manufacturer to do anything but apply for a certificate and make some 
tests. Under this section the Government has the twofold responsibility of 
affirmatively finding not only that the aircraft conform to the applicable safety 
rules and regulations but, in addition, that it is of proper design and construction 
for safe operation. The section is almost entirely silent on the question of re- 
sponsibility of industry. Clearly, however, the manufacturer who develops a 
new product is the one primarily responsible for its reliability, and the principal 
change made by this proposal is to reflect that fact in our basic law. 

For some time now, the Government’s type certification program has been 
conducted on the assumption that the manufacturer in fact has primary re- 
sponsibility for the safety and reliability of his product. In actual practice, 
a procedure has been developed by this Department under which, without any 
compromise with safety, it has become possible for the aircraft manufacturers 
to perform most of the groundwork in the type certification process. As the 
industry and its engineering staffs have grown in size and, developed in com- 
petence, we have been placing greater and greater reliance on the work, the 
statements, and judgments of industry’s representatives. The type certification 
process has developed primarily into one of industry-Government consultation, 
with the Government’s principal role that of final arbiter on questions of inter- 
pretation of the technical, general airworthiness standards as applied to specific 
design problems. 

The proposed subsection (a) in our draft bill would make the type certifica- 
tion provisions of the act more descriptive of this present practice, and it would 
clarify industry’s primary responsibility for the reliability of its products. 
Under the amendments which we propose, the applicant would be required to 
certify, in a detailed application, that his product is properly designed for safe 
operation and conforms to the regulations. Thereafter, the Secretary would 
issue a type certificate whenever “the applicant has presented proof satisfactory 
to the Secretary that the aircraft, aircraft engine, propeller, or appliance con- 
forms to the minimum standards, rules, and regulations prescribed.” The pro- 
posed language would thus change the primary basis for issuance of a type cer- 
tificate under the section from a direct affirmative finding by the Secretary, to 
a certification by the applicant, that the product is properly designed and meets 
the standards. The applicant would have the further obligation to present proof 
of the facts upon which the certificate is issued. The primary responsibility for 
the reliability of the product would be thus placed squarely on the manufacturer 
by explicit language. At the same time, the Government would retain all of 
its authority to make investigations, to make or require tests, and to withhold 
issuance of type certificates whenever necessary in the interest of safety. 

Under this amendment to subsection (a) of section 608, proof and less formal- 
ity could be required for the type certification of smaller aircraft by experienced 
manufacturers than is required under the present provisions of the act. 

Our proposal makes similar changes in the airworthiness certification pro- 
visions of section 603. Under the present provisions of subsection (¢) the Admin- 
istrator must find, after inspection, that any aircraft which he certificates as 
airworthy conforms to its type certificate and is in condition for safe operation. 
\s with the type certification provision, this subsection, by requiring the Secre- 
tary to inspect and make the affirmative finding of airworthiness before certifi- 
cation, emphasizes the Government’s rather than industry’s, responsibility for 
the safety of individual aircraft. It is impossible for this Department to inspect 
and test each aircraft presented for certification wtih respect to the literally 
thousands of individual factors which might affect its airworthiness. To a 
considerable extent this cannot be done without destroying the aircraft involved, 
since many important structural and functioning parts become hidden by the 
process of manufacture or reassembly after repair. 
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Because we cannot take apart every aircraft that is presented for certification 
we must now rely to a very considerable extent on the statements of others that 
the aircraft does in fact conform to its type design, that it is properly put to 
gether, and that it is in condition for safe operation. These findings are now 
and for some time have been, based on statements by manufacturers, repair 
stations, mechanics, and owners, rather than on any independent government 
investigation of the facts. 

In the amendments to subsection 608 (¢c) which we propose in the enclosed 
draft bill, as with the type certification provisions, the language of the statute 
would be conformed to this present practice. Instead of an obligation on the 
Secretary to “find”, “after inspection”, that the aircraft conforms to its type 
design and is in condition for safe operation, the amended subsection 603 (c¢) 
would require the applicant to present “proof satisfactory to the Secretary” of 
these facts in order to obtain the airworthiness certiticate. The law would thus 
positively express the primary responsibility of the manufacturer, repair station 
mechanic, or owner to inspect and test the aircraft and to prove to the Govern 
ment that it is airworthy. The amended subsection 603 (¢) would, at the same 
time, anthorize the Secretary to “conduct, supervise, participate in, or observe 
such tests as he deems desirable.” Through this device, together with the dis 
cretion afforded by his proposed authority to determine the quantum of proof 
required of the applicant, the Secretary would retain whatever control may be 
found necessary to protect the public, with sufficient latitude to permit a large: 
measure of self-regulation by responsible segments of the industry. 

The draft bill also includes a new subsection (d), in which we have provided 
a Statutory basis for the issuance of ferry permits and for the authorization by 
the Administrator of the operation of aircraft for experimental or test purposes 
without airworthiness certification. This is, again, a case of conforming the Civil 
Aeronautics Act to current administrative practice. 

We feel that this bill will improve our administration of the aircraft certifica 
tion provisions of the Civil Aeronautics Act of 1938. We recommend that it be 
given early and favorable consideration by the Congress. 


PROPOSED BILL To amend section 603 of the Civil Aeronautics Act of 1938: to revisé 


the provisions for issuance of type and airworthiness certificates: to provide for the 
issuance of ferry 
D 


permits and the authorization of experimental operations ; and for other 


Irposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That paragraph (2) of subsection 603 (a) 
(49 U. 8S. C. 552 (a)) of the Civil Aeronautics Act of 1938 is amended to read 
as follows: 

(2) Any interested person may file with the Secretary of Commerce (here 
after in this section, ‘Secretary’) an application for a type certificate for an 
aircraft, aircraft engine, propeller, or appliance specified in regulations under 
paragraph (1) of this subsection. The application shall contain (1) a type 
design consisting of such drawings, specifications, and data describing the design, 
construction, performance, and limitations of the aircraft, aircraft engine, pro- 
peller, or appliance as the regulations of the Civil Aeronautics Board (hereafter 
in this section, ‘Board’) may require in such form and manner as the Secretary 
may prescribe, and (2) certification by the applicant in the form and manner 
prescribed by the Secretary that the aircraft, aircraft engine, propeller, or appli- 
ance is of proper design, material, specification, construction, and performance 
for safe operation and conforms to the applicable rules, regulations, orders, and 
minimum standards prescribed under this title. Upon receipt of an application, 
the Secretary may make an investigation thereof ard may hold hearings thereon 
The Board shall by rule, regulation, or order prescribe such investigations and 
tests to be conducted during manufacture and upon completion which the appli- 
cant shall make as a condition precedent to type certification as the Board deems 
reasonably necessary in the interest of safety, including flight tests and tests of 
raw materials or any part or appurtenance of such aircraft, aircraft engine, 
propeller, or appliance. The Secretary may conduct, supervise, participate in, 
or observe such tests as he deems necessary or desirable. If, in the application 
and in such investigation and tests as may be required under this subsection, 
the applicant has presented proof satisfactory to the Secretary that the aircraft, 
aircraft engine, propeller, or appliance conforms to the minimum standards, 
rules, and regulations prescribed under this title, the Secretary shall issue a type 
certificate therefor. The Secretary may prescribe in any such certificate such 
terms governing identification, duration, renewal, transfer, and related matters 
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as he may find desirable, and such special terms as may be appropriate for the 
product certificated, under the rules, regulations, orders, and minimum standards 
adopted under this title.” 

Sec. 2. Subsection 603 (c) (49 U.S. C. 552 (¢)) of the Civil Aeronautics Act 
of 1938 is amended to read as follows: 


“AIRWORTHINESS CERTIFICATI 


“(c) Any person may file with the Secretary an application in such form and 
manner as the Secretary may prescribe for an airworthiness certificate for a civil 
aircraft of the United States. If the applicant furnishes proof satisfactory to 
the Secretary, including the results of such inspection, examinations, and tests 
as the Secretary may prescribe, that the aircraft (1) conforms to the type cer 
tificate therefor, (2) conforms to such other applicable requirements as the 
soard may by rule, regulation, or order prescribe in the interest of safety, and 
(3) is in a condition for safe operation, the Secretary shall issue an airworthi 
ness certificate for such aircraft. The Secretary may conduct, supervise, par 
ticipate in, or observe such inspections, examinations, or tests as he deems neces- 
sary or desirable. The certificate shall contain such terms governing identifica 
tion, duration, renewal, and related matters as the Secretary may find desirable, 
and such special terms as may be appropriate for the aircraft certificated, under 
the rules, regulations, orders, and minimum standards adopted under this title, 
including limitations on the type of service for which the aircraft may be used. 
Each such certificate shall be registered by the Secretary and shall set forth 
such information as the Secretary may deem advisable. The certificate 1um 
ber, or such other individual designation as may be required by the Board. 
shall be displayed upon each aircraft in accordance with regulations prescribed 
by the Board.” 

Sec. 3. A new subsection (d) is added to section 603 of the Civil Aeronautics 
Act of 1988 (49 U.S. C. 552) to read as follows: 


“FERRY PERMITS; EXPERIMENTAL AIRWORTHINESS AUTHORIZATION 

“(d) The Secretary may authorize the ferrying of aircraft or the operation of 
a new or modified make, model or type of aircraft for experimental or test pur- 
poses without issuance of an airworthiness certifficate; Provided, That no such 
aircraft shall be operated in air transportation, or otherwise for the carriage of 
goods or persons for compensation or hire. Such aircraft shall be operated only 
at such times and in such geographic areas, and subject to such terms, condi- 
tions and limitations as the Secretary may prescribe in the interest of safety.” 

Senator Monroney. Mr. Crocker Snow, National Association of 
State Aviation Officials. 


STATEMENT OF CROCKER SNOW, ON BEHALF OF THE NATIONAL 
ASSOCIATION OF STATE AVIATION OFFICIALS 


Senator Monronry. Mr. Snow, we appreciate your appearing 
before the committee and we will be glad to have you testify in your 
own way: Do you havea prepared statement ¢ 

Mr. Snow. No, I have no written statement. I have some notes 
which I would like to refer to, if I may. 

Senator Monroney. Yes, sir. 

Mr. Snow. It appears to us, gentlemen, from a study of these two 
bills and of the very excellent staff study that was prepared, that they 
are similar enough in nature so that we can discuss them together if 
we may and not refer to specific sections or lines of any specific bill. 

Furthermore, these bills cover, as you well know, a multitude of sins. 
Some of the subjects they cover are not of direct concern to the States, 
and they have been well discussed by our friends in Government and 
the industry, so if you do not mind I am going to confine my remarks 
to the things that are of particular interest to the States and about 
which I think we can contribute something. 
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The first of these appears in the study but not in either of the bills 
That is the matter of airworthiness certification. We have seen sinc 
the war, a tremendous growth in scheduled air carrier service, execu 
tive flying and air cargo operations, but we have had nothing but a 
constant bear market in personal flying. By personal flying T me: 
that field that many people thought, and still think, had the oer 
prospects in the whole air industry, but which does not amount to 
much now. Many authorities—among them Grover Loening, who 
many of you probably know, Dr. Lynn Bollinger who developed 
the helioplane—feel that one of the important reasons for this lack 
of development of the personal airplane market is the airworthiness 
certification sembnnnei that is in the present law. 

This provides that nobody can build and sell an airplane, no matter 
how small it is or how little it costs, unless they first get from the Fed 
eral Government an airworthiness-type certificate, and I know from 
personal experience that that is very timeconsuming and costs hun 
dreds of thousands of dollars. That in itself has been a great bar to 
the development of anything new and useful. Even if it were not for 
that cost and time factor, in the nature of things, when the Federal 
Government considers an application for type certification of a new 
product, they must refer to their past experience. They look to his 
tory—what has been done before? How does it compare with that ¢ 
which immediately makes it almost impossible to get anything new, 
any really new ideas through the mill. 

The net result is that the personal or individual airplane market 
amounts to little today. We have discussed this over the years with 
people greatly concerned and we know that the existing manufac- 
turers—and vou can count them on the fingers of one hand—will op- 
pose any change, because they have a vested interest, they have spent 
a lot of money on their type certificates, and they do not want any- 
body else to be able to avoid that investment. I would feel the same 
way if I were in their place. 

They also feel that they can rely to a certain extent on a sort of Gov- 
ernment guaranty of the safety of their contrivance. If a wing comes 
off or something, they can say: “Uncle Sam said it was safe. Don’t 
look at us.” And they like to rely on that. We think from the stand- 
point of the general public interest that is not good. We have talked 
to the CAA and the CAB about this for years. We have aroused con- 
siderable sympathy there but they have pointed out to us always that 
under the statute there is nothing they can do except transfer some 
of the authority to the manufacturer, which they have done, but they 
have only transferred the authority to comply with Federal require- 
ments, not the authority to do the job on theirown. I think all of you 
can well imagine what kind of automobiles we would have today and 
what it would cost, if every change in the design of a car had to go 
through some Federal bureau before it could come on the market, or 
if somebody who had a new idea for an outboard motor had to do that. 
We just would not have them. 

We suggest—and we think it is very important—that. you consider 
permitting the CAB and the CAA to exempt—this i is permissive—per- 
mit them to exempt from the certification requirements contained in 
the present act, any aircraft—we would pick a figure, say, weighing 
under 5,000 pounds—which was not to be used in scheduled air com- 
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merce. We think that Government supers ision of the desien of com 
mon carrier aircraft is important. 

The other three points all stem from definitions contained in either 
one or the other or both of the bills before you. 

Senator ScuorpreL, Might [ ask: Did I understand you to say 
under 5,000 pounds, that you would eliminate it / 

Mr. Snow. That is correct, provided the aircraft under 5,000 
pounds, or any other figure that you want to pick—down rather low 
were not to be used in common carrier air transportation, which they 
are not asa practical matter. 

Senator Scmorrere.. I just wanted to be sure that I had your figure 
pinpointed on that. 

Mr. Snow. That is correct. And what we recommend is that they be 
treated exactly the same as outboard motors, or bicycles, or automo 
biles, or what have you. 

The second point stems from the definition of airman. I am sure 
you all know that the present law and _ bills either require or 
permit the Board to require that every—or practically every—indi- 
vidual directly connected with the manuf: neil the re en the over- 
haul or the maintenance of airplanes, airplane engines, accessories, 
radios, parts and supplies, to be used in civil aviation, have a license. 
As a practical matter that is impossible. No. 1, with the airplane 
industry now being the largest employer in the country you could 
not possibly do it. 

No. 2, we don’t think it is necessary. We think that the manufac- 
turer of the product, or an airline that operates it, or certain types of 
shops, know more about how to take care of their particular equip- 
ment than any Federal agency that might license them to do so. 

Senator Scuorrrern. On that point, Mr. Chairman, as a matter of 
fact, do not the manufacturers of any article of any serious conse- 
quence, even down to the suits of clothes that I may wear—and they 
are getting some new types of fabrics—through their research depart- 
ments they determine the best possible approach to, say, repairing 
them, or to handling them, and I buy an automobile—I brought one 
not too long ago, and I got a complete book of instructions as to what 
to do and how to do it, and explaining it in detail. Is that what you 
have in —" You are putting the stress upon the manufacturer 
assuming a responsibility of position first, knowing what he is manu- 
facturing, saat! how best that shoul i be serviced, and what type 
of servicing should go into it and all of that. Is that what you are 
pointing out here / 

Mr. Snow. That is it exactly, sir, and I would like to give you an 
example of how this works the other way. I will give you one that I 
specifically know of. You can multiply it by a thousand. 

There is a company in Boston that is the agent for Stromberg-Car! 
son, Bendix, all the usual automobile case: they have a shop 
and they are authorized to repair all these things for the manufac 
turer. I have an airplane of my own with Bendix magnetos in it 
I wanted to take my magnetos to that shop and have them checked and 
reconditioned, They are the best equipped shop in the northeast and 
they are authorized by Bendix to do the work. I could not legally 
do that because their mechanics are not licensed by the CAA. T had 
to go to an airport shop which had nowhere near the equipment, 
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charged me three times as much and did not do nearly as 200d 
job. You can multiply that by thousands and that is one of the thing 
that is pricing small planes out of the market. 

The CAA should waive this requirement in certain cases, We think 
that the law should exempt those activities because once you give : 
Federal bureau a chance to regulate something, even if they do not 
have to, you will find at times that they are very apt to do it. 

The third point has been dwelt on consider: ably here. There are 
two definitions—air contractor and air contract service and its cor 
ollary new section IVA. We thoroughly appreciate the problem of 
the air carriers and the paralleling service that takes the cream of the 
market. Iam not directing myse lf to that specifically. 

First of all I would like to pomt out what seems to be an inconsist 
ency in both S. 308 and S. 1119. We may not have read it correctly 
but I think you will find that under the definition of air contractor it 
says that air contractors eng: aged strictly in interstate business shal] 
not be subject to the provisions of title IVA, or some such wording. 

Then vou look on the next page under “Air contract service” and it 
defines that as the carriage of anything in any kind of airplane, which 
incidentally is very broadly de fined, anywhere between one State and 
another, a State and a Territory, and between points in the same 
State, so as we read it, air contract service covers everything- -inter 
state, intrastate, international. Then vou go on to read title IVA and 
you will find that in some places it refers to an air contractor who is 
excused if he is in intrastate commerce, but air sdiahiens service isn’t— 
it looks to us as if there is some confusion there that ought to be 
cleared up. 

Senator Monroney. All dressed up and no place to go ? 

Mr. Snow. Yes. Now, forgetting that for a moment and assuming 
that the intent is to exempt intrastate air contract service—I do not 
know whether it is or not but we will assume that because it makes 
it a little better. Now as I said, as we read this bill, it applies to the 
carriage of a box of matches for compensation in a Mooney Mite which 
is a single place airplene and weighs about 1,200 pounds, and the act 
requires that permission to do this, to carry that box of matches for 
a dime, or a drill bit for an oil rig or something like that, it requires 
that approval be obtained beforehand from the CAB. 

The CAB must be told beforehand that this individual at sometin« 
in the future may want to carry a box of matches over such and such 
a route at such and such a price. We have cases in point. Again | 
think examples are interesting. 

We have a little airport operator in the town of Orleans on Cape 
Cod, Mass. No scheduled air service anywhere near there. We have 
an island called Nantucket. It is more than 3 miles at sea. There is 
a shortage of carpenters there and the airport operator has been flying 

arpenters over to Nantucket for the day. It enables them to do some 
i and live at home. That is undoubtedly an interstate flight. It 
goes more than 3 miles over water. . 

As I see it this fellow could not do that under the proposed fav 
unless he were exempted or unless he beforehand received a we rate 


from the Federal Government. The same thing is true of most : 
taxi business. 
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Senator Monroney. Right at that point if he was only operating for 
a month or so he would think it is too much trouble or too much expense 
to engage in it, so the carpenters could not get to their work. 

Mr. Snow. Exactly. That is bound to happen. We have a grow 
ing air-taxi business—members of the air-taxi conference—that the 
air carriers are working with rather closely. Members of their 
organization that carry the required amount of insurance are listed 
in “the official air guide, and they are available to carry a passenger 
that goes on an airline as far as he can go and wants to go to an off 
airline point. Nobody knows where he is going or when, but the air 
line calls him and says, “We have booked a passenger who wants to 
go to Oshkosh” or some place. “Our nearest stop is a hundred miles 
away.” They carry him to the nearest stop and the air taxi carries 
him on. 

As I see it all of them would come under the all-inclusive provisions 
of this act. It is true that there is a provision that the Board may 
exempt airplanes weighing under 12,900 pounds, but I just heard 
previous testimony to the effect th: at those exemptions should only be 
temporary, from time to time and for spec ific circumstances, 

Again we think if the principle is bad that there should not be 
permission to exempt, it should be exempted in the act. We recom 
mend that you give a very close look at that and see whether at lea 
the smaller airplanes below 12,500 pounds should not be exe oanad 
in the act instead of being given permissive exemption. 

Senator Monroney. You think that is more important than the 
intrastate. Would not the intrastate thing give you considerable 
trouble when maybe a place is only 25 miles across a State line and 


you may fly 200 miles over a State but you could not deliver the pas 


senger because you would have to set down some place within that 
State ¢ 


Mr. Snow. That is correct. I do not think the intrastate part of it 
is particularly important. IL think the other is, The intrastate por 
tion might help some of your States in the Midwest and the West 
where, as I read this, agricultural spraying would be covered. I think 
it could be said that they were carrying the DDT for hire and I think 
they would probably be in a position where they might have to get an 
air-contract certificate of convenience and necessity to spray crops out 
there. We donot think that is right. 

Our last point is the definition of “air navigation” which you will 
find in both bills. That is a new definition. It defines air navigation 
as the operation of aircraft anywhere in the air space of the United 
States or anywhere on the ground and to or from any place in the 
United States. Then if you go back to the Civil Aeronautics Act of 
1938 and find out what an aircraft is, you will find that an aircraft is 
something like this: “Any contrivance now known or hereafter to be 
developed for navigation or flight in the air.” That is pretty inclusive. 

It does not say an aircraft has to carry anybody or be controllable. 
It is just anything that will fly in the air. So, as we see this here, 
that definition I think would apply toa kite. It seems to me it would. 
And flying a kite in somebody's backyard would be air navigation 
since it is a de vice to fly in the air and it is operated somewhere on the 
ground or in the air space of the United States. 
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If you just define something it would not do any harm, but this ne) 
definition of air navigation is put in place of the present phrase, “ai 
commerce.” in section 3 of the act of 1938, section 601, section 610, se 
tion 1005. and probably other places. Let us see what it does. Sectior 
3 of the act of 1938 says in effect—I am not quoting exactly—*Ther 
shall be a public right of transit in air commerce in the nav igable air 
space of the U nited States.” 

In other words, you and I cannot be stopped by a property own 
cr operating in air commerce in the navigable airspace which 

‘Hlup in the air—over 700 feet. That we think isright. 

en cannot va that kind of thing. But what happens now. As 
we see it, this definition, together with putting it in section 3 of that 
act, would give you the right to operate an aircraft two feet over m) 
property, I think. I do not see why not. That is airspace of the United 
States. I think that that is going much too far. 1 question its coi 
stitutionality. I think it is invading personal rights, municipal rights 
and State rights. I do not think it was intended, but that is the only 
way wecan read it. 

Then you go on. Sections 601 and 610 together are those sections 
which require the CAB to make regulations concerning the safety of 
flight, and then turn around and say that anybody who operates i 
air commerce must have an airman’s certificate and their airplane 
must have an alrworthiness type ce rtificate, and so forth, and then it 
Says | if you do not do that you goto li vil. 

You substitute this word “air navigation” and the law would sa‘ 
that anyone who oper: ites an aircraft, which is anything including a 
kite “in air navigation,” which is anywhere in the air or anywher 
on the ground, must have that thing type-certificated and must have 
a license 

1 think if my boy wanted to fly a kite in the bac ‘kyard under this 
Pp ropos: il = would hi ave to geta lice nse from the ¢ ‘AA and a type cer 
tificate from the CAB. I do not think that is intended but it seems 
to me that that is going rather rapidly in the wrong direction. 

Perhaps the most important thing about this new definition requires 
a little explanation. About 7 or 8 years ago, the CAA, the CAB, 
NASAQO—that is the States—and the AOPA, got together and had a 
number of conferences looking toward avoiding any duplication of ait 
regulations or of enforcement. There were some State regulations 
which were different from Federal regulations. Sometimes people 11 
small airplanes — | be hooked in a State court and then have thei 
license taken away by the CAA, and that did not seem right. W: 
were all completely in favor of uniform flying regulations all through 
out the country. 

We got together and out of those discussions arose a tripartite nore 
ment, a formal agreement between the CAB, CAA. and NASAO. 
First of all we agreed that we wanted uniformity of regulations, We 
agreed that we did not want to duplicate enforcement activities. W 
all agreed that Federal Government could not possibly handle the 
enforcement of safety regulations against all the airplanes flying 1) 
this country, p articularly against the little fellows. 

We agreed that enforcement, particularly against little airplane: 
was much more efficient at the local level, and could be h: aad much 
better. We also agreed that a number of State constitutions, including 
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y own, did not permit a State to adopt Federal regulations by ref 
nee and enforce them ina State court. 

The original idea was, Could we not drop State regulations and just 
dopt the Federal ones? We could not do it, but we agreed that where 

e had State regulations we would make them consistent with the 
federal ones, Which we do. Then the agreement went on to provide 
that primary responsibility for the enforcement of these regulations 

evainst all air carriers and again all aircraft weighing more than 
12.500 pounds should be in the Federal Government and that primary 
sponsibility for all other aircraft should be in the States or in those 
States that could carry out that responsibility, and the plan has 
worked ve ry we ll. 

I have not heard any criticisms of it. But then along came a thing 

led the Cedarhurst case which I suppose you are all familiar with. 
li is undoubtedly going to the Supreme Court to determine where 
Federal authority rests in the airspace, and the Federal Government 

is taken the position in that case, through a brief filed with the court, 
hat the Federal Government has preempted the field of safety regula 
on of aircraft operations and that therefore the State of New York 
x its subdivisions has no right to make any such regulations. When 
hey took that position the Chairman of the CAB wrote NASAO and 

lid: 

In view of this matter that has cropped up we have got to withdraw in part 
from our agreement with you. We still want to work it the way we have been 

rking it but we must take the position that your State regulations are not 
inv good and what we want you to do is enforce our Federal regulations, in the 
same manner that we have been doing in the past. 

Of course we could not do that. In Massachusetts you cannot do it 
ind in many other States. The States have not only an obligation but 
i right under their police power to protect the health, safety and wel 
(ure of their citizens, and I am sure they are going to continue to do it 
just the way they do in the case of buses or anything else that have to 
obey local speed limits. 

We are much better off in aviation because I do not know of any 
State regulations that are not consistent with the Federal ones. But 
now we get to the point I want to bring out here. The enforcement 
igreement has worked pretty well up to now, but if this new defini 
tion goes through, then to be consistent, the Federal Government will 

ave to say it has preempted the field of air navigation, and what is 
ir navigation? It is the operation of an airplane at any level or on 
iny ground anywhere in the United States. That would mean, | 
believe, if you are consistent about this, that the authority controlling 
the airport in Tulsa, or the airport in Wichita, or the airport in 
oston, or the airport in Portland, could not make an enforceable 
regulation telling airplanes where to taxi or park on the airport, be 

iuse the government has preem ipted the field. I do not think that is 
tended but that is what this Says. 

We therefore recommend that this definition of air navigation be 
scrapped an that we leave the act exactly as it is with the definition 
of alr commerce, Which has worked well. 

Incidentally, there is a clear need in our opinion for congressional 
ttention to a definition of exactly where the Federal authority extends 
n the airspace. We think there is an area where Federal jurisdiction 


G62505 no 20 
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ought to be supreme. Whether is is defined by altitude, or perhaps 
that space used in instrument flying, we do not know, but we thi: 
that is something that should be defined. 

In this connection, both of these bills eliminate section 5 of the Ai 
Commerce Act of 1926, which was one of the few provisions of tly 
original act that was left intact by the act of 1938. That is the pro 
vision or section which says that States may establish airspace reserva 
tions provided they are not in conflict with any civil airways or do not 
adversely affect interstate air commerce. We think that should stay i: 
there. 

The last one, this is not a definition exactly but all through the 
1938 act 

Senator Monroney. Why do you think that should be left in? With 
aviation expanding and all that, you would have certain zones that 
would be strictly State regulation. 

Mr. Snow. There are certain areas, sir. States have their problem: 
just as much as the Federal Government does. For instance, you wil! 
find on all charts that there is an airspace reservation over the Whit 
House. That is right; there should be. I should not fly over there 
It is perfectly possible that a State might have some area. There may 
be a State hospital where critically diseased patients are kept. I do not 

ee any reason why a State, sage it does not affect interstate bus 
ness, should not be able to sé y, “You shouldnt fly over that under a 
thousand feet” or eink” 

Senator Monronry. You say, give the State the request to do that 

Mr. Snow. No; give them ther ight to do that. 

Senator Monroney. But then it would be possible for the 48 States 
to erect almost any number of barriers, would it not, if it were left in 
the act / } 

Mr. Snow. The present section 5 says that may only be done if 
is not on a civil ice ay, and there are civil airways covering substan 

ially every commonly used flight path, or it does not substi antially 
affe ct interstate commerce. I am a great believer in proper Federal 
State and municipal relationships. Except where the basic interests 
of—let’s take the State—are concerned directly, doggone it, we ought 
to let the city or town do what it wants to. They know what they want. 
If they do not want an airport I do not think we ought to foist one 
on them. 

The same thing applies to the Federal Government and the States 
If the national interest is strongly affected, I think it ought to take 
over; but if not, I do not think the Federal Government ought to be 
a Dutch uncle and say, “You don’t know what is good for you in Okla 
homa” or something. I think Oklahoma ought to be able to decide 
ihat for itself, 

That is a matter of principle that a lot of people do not subscribe 
to. Ido. 

The last thing I want to say is that the phrase, “civil airway,” is 
well established. It has been changed in these bills to “Federal air 
way.” I think that is more of the same. It is implying that this air 
space, whether it is mine or somebody else’s, belongs to the Federal 
Government, and we do not think it does. 

Senator Monroney. Is there any other distinction than just the 
name ? 
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Mr. Snow. I cannot find any. Just the name. It really does not 
mean anything but it’s a trend in that direction that we do not like. 

Senator Monroney. Youarea States righter / 

Mr. Snow. In this particular case; yes, sir. 

Senator Monronery. Senator Schoeppel ¢ 

Senator Scuorppren. I think you have made a fine contribution to 
some of the details that from a practic: ul standpoint probably would 
not have been picked up here. I appreciate your views on this mat 
ter. 

Mr. Snow. Thank you. 

Senator Monroney. Senator Payne / 

Senator Payne. I have nothing. I happen to know Mr. Snow very 
well indeed and I can attest to the fact that he speaks from long ex- 
perience in this particular field. I place a lot of weight on his sug- 
gestions. 

Senator Monroney. Your testimony has been very helpful. I am 
a little bit worried about where you would go if you took the Federal 
Government out of the licensing and approving of prototype aircraft, 
because While those might primarily be used only for sportsman fly 
ing, still they would be on the airports of the country involved in 
interstate transportation, without certain minimum standards as to 
speeds or safety or controls, 

[ just wonder if you would be running into serious trouble in hay 
ng a lot of, you might say, experimental craft, in the air, which would 
interfere with your interstate operations / 

Mr. Snow. That is possible. It is my belief, and the belief of most 
of the people gy fee] the way I do about it, that you would get a 
better airplane by doing that. You would still have troubles—you do 
now—but we think the ultimate result would follow along the lines 

of the automobile. Automobiles do not lose wheels or fly apart any 
more. They did in the early days. 

Senator Monroney. If an automobile lost a wheel it was usually 
the driver who got killed, but if you got somebody over the National 
Airport without a proper radio to get to the tower you would have a 
crash like you did with Eastern Air Lines. 

Mr. Snow. This would not affect any safety requirements which 
might—for instance you are now required to have a two-way radio 
no matter what kind of airplane you are flying, to fly in to Washing 
ton National Airport. 

There are proposals to establish top and bottom speed limits around 
certain airports. This would not affect anything of this sort. The 
airplane that is not type certificated would still have to comply with 
all traffic rules and safety regulations. 

Senator Monroney. Now they would bh: to comply with certain 
stresses and things of that kind that the Civil Aeronautics Board 
requires for type certification. 

Mr. Snow. That is correct, but they still come apart. 

Senator Monronry. Certainly, and they probably will continue to, 
but it has minimized it ; has it not ? 

Mr. Snow. Query: 


I do not think that can ever be proven but there 
are people who know more than I do who would say probably it has 
not, at least in these small airplanes. I think they do a fine job. 
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Senator Monroney. Do you know of any cases where a man has 
small airpl: ine ready to flight test and everything, where he has be: 
unduly held up for certificates / 

Mr. Snow. Yes. I personally put a small amount of money in t! 
Jensen Helicopter Co. I think we spent about $300,000 in the Stat: 
of Washington, getting it built, and tested. Unfortunately, it was ju 
far enough ahead of the Korean war so we did not realize what we ha 
We dropped it because we found it would cost us in the order 
$450,000 to type-certificate it and it was just a 2-place helicopter. 

Senator Monronry. Why does it cost that much ? 

Mr. Snow. The people that are involved in it will tell you that it 
the multiplicity of information that has to be provided, which all | 
to be ar pared by highly paid engineers who have to draw up p lan. 
and so forth, and the testing that has to be done. I do not belie, 
that the ‘re is any substantial waste motion but it jus t costs that mu 
to a procedures which are established under the act. 

nator Monroney. About $450,000 for a small plane / 

Mr. Sxow. On that order. If you are building an airplane tha 
you want to try to sell for three or four or five thousand dollars, that 
is an awful lot. If you are building an airplane you are going to se 
for 50 or 75 or a hundred thousand dollars, it is not so much. 

Senator Monroney. Or a half million. 

Mr. Snow. Or a half million or several million. 

Senator Monronry. Any further questions / 

Senator Payne. I just wondered if he wanted to make any comment 
with reference to the provisions that adds a new section that provides 
a program for the protection of approaches to ets 

Mr. Snow. I am glad you mentioned that, Senator. I did not bi 

cause that seems to pretty nearly take care of itself. We don’t believ: 

that the Federal Government has the authority under the Constitution 
to do much about it except help, anyway. They have got to go to the 
States and the communities. The power rests there, as you know, and, 
personally, I do not think it makes a lot of difference what you put in 
the Federal law about that. It has still got to be done loc ally. 

We get a lot of help from the CAA. They make suggestions and set 
standards and say we hope you follow them. And if they have an) 
money, which they usually do not, rp “vy say they will be able to con 
tribute it under the Federal Airport Ac 

Senator Payne. Before long you w iT be testifying before the Com- 
mittee on the Federal Airport Act. 

Mr. Snow. Very definitely. We feel that that is an act that needs 
amending more than the Civil Aeronautics Act of 1938, at least within 
those areas that we are directly concerned about. 

Senator Monroney. Senator Schoeppel / 

Senator Scnorrre.. No questions. 

Senator Monroney. Mr. Sweeney / 

Mr. Sweeney. I believe Mr. Snow’s testimony has been very helpful! 
to the committee in reviewing the bills. Reference was made to the 
Aviation Study of the committee, Senate Document No. 163 of the 83d 
Congress, in connection with the first point made by Mr. Snow. | 
would like to suggest that two paragraphs on pages 71 and 72 be in 
corporated in the record. I believe this would be helpful. 

One sentence [ want to call particularly to your attention reads 
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Since this proposal was not discussed by the witnesses for the Administrator of 
Civil Aeronautics, his view should be secured before the proposal is considered by 
he committee. 

[ notice we have the General Counsel of the Civil Aeronautics Ad- 

\inistration here. Maybe we can request that he include comments on 
this proposal in the supplemental statement that they are going to sub- 

\it to us the committee. 

Will that be agreeable, Mr. Boyle / 

Mr. Boye. I will be glad to. What particular provision are you re- 
erring to on those pages ¢ 

Mr. Sweeney. The recommendation made by Mr. Snow that private 
urcraft should be exempted from the requirement of securing type 

ertificates. 

Mr. Snow, why did you recommend that this be limited to aircraft 
under 5,000 pounds? Does that include all the aircraft that should be 
exempted ¢ 

Mr. Snow. I am not sure it does. I said that that was a little bit of a 
vuess. That generally includes airplanes up to 4-passenger, particu- 
larly single-engine airplanes up to 4-passenger, and it looks, on the 
basis of the development of other means of transportation, as if the 
personal vehicle will not have to carry more than that. I think that 
is the only reason. 

Senator Monronety. Could I ask you a point that occurred to me 
while you were testifying on that? Would the manufacturer of a new 
plane, even though he was exempted from getting Federal certifica- 
tion, have a chance to sell it against another type that had been 
approved ¢ 

Mr. Snow. I think if it were much better and cost less he would. 
Many authorities ave convinced that we can get a much better product 
at a much lower price if people are given a free hand to develop new 
things. 

Mr. Sweeney. Mr. Snow’s comments on the definition of “air 
navigation” will be helpful tous. One of the reasons for that definition 
was to include the regulation of taxiing upon an airport. You did not 
comment on that phase of it. What is your view on that? 

Mr. Snow. That is a very difficult subject, and it is allied to the defin- 
tion of “flight.” When does flight begin, and when does flight end. 
which as you know is a vexing one. There seems very little doubt but 

that the control tower should “regulate the taxiing of airplanes up toa 
certain point. Very definitely they cannot and ‘should not control it 
beyond that point—for instance. between the loading ramp and the 
hangar—first, because most control towers cannot see that area and 
they cannot control what they cannot see. 

Second, because it is involved in ground traffic and e al conditions 
which only the airport authority knows how to handle. I do not know. 
Phat is a very difficult line, and if you had to draw it somewhere I am 
nelined to think that that is something that had best be left fiexible. 
It is working perfectly all right, 1 never heard of any troubles about 
t. We had best leave that the way it is. I do not know of any cases 
where there has been any problem. 

Mr. Sweeney. You did not comment on section 15 of bill 308, which 
is the provision that would change somewhat—lI believe broaden—the 
Civil Aeronautics Board directive to cooperate and assist the States. 
Do you believe that that change is desirable or is it unnecessary ? 
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Mr. Snow. Again that is a little bit like Senator Payne’s questio1 
The Board right now and the CAA are cooperating very effectivel 
with the States, and it seems to us, mere sly from the @ videne e of ow 
experience with them, that there is sufficient authority under the lav 
to permit them to do what they are doing. If there is not, it is a good 
idea, but we work together consistently as you know and quite ef 
fectively. 

For instance, the States I think practically always intervene i 
Board cases, and are afforded all kinds of attention by the Board. W: 
are intervening in one right now. 

Mr. Sweeney. You are quite satisfied with the treatment you ar 
receiving from the Board at this time ? 

Mr. Snow. Yes. 

Mr. Sweeney. On the question of jurisdiction, the bills purport to 
extend the Federal jurisdiction over economic regulation, I believe par 
ticularly, to include all the intrastate operations of an interstate car 
rier. Iam talking about economic regulations now. What is your 
comment on that / 

Mr. Snow. First of all, that was one of the subjects that I shied 
away from, purposely, because I was sure it had been well covered by 
people who know more about it than I do but I must say that it was 
my impression that the present law provided that author ity. I thought 
that an intrastate segment of an interstate operation was subject to 
Federal economic regulation. If it is not Iam surprised. 

Mr. Sweeney. You would not go as far as the Air Transportation 
Association? Their witness last week recommended that all econom1 
regulations should be taken over by the Civil Aeronautics Board. 

Mr. Snow. No. 

Mr. Sweeney. In reference to the civil airways, the purpose of 
changing the definition was to get away from the idea that a civil air- 
way was a corridor, in line with the newer systems of navigation, by 
which an aircraft goes directly from point to point. In view of that, 
do you still think it is best to retain the old definition of a civil airway 
as a corridor / 

Mr. Snow. I do not see any difference. The civil airway is still a 
corridor, but the expanded area based on omniranges, as I Sdeseland 
it, is called a control area and not a civil airway. <A civil airway 
is still a corridor that goes from here to there and I do not think that 
would change it because it would be merely a civil airway with a dif 
ferent hat on. I may be wrong but that is the way it seems to me. 

Mr. Sweeney. That is one of the technical questions we will have to 
look into further. 

Senator Monroney. Thank you for your testimony, Mr. Snow. 

Senator Monronry. We have Mr. Rentzel, chairman of the board 
of Slick Airways. Mr. Rentzel, we are glad to have you before the 
committee. , 


STATEMENT OF DELOS W. RENTZEL, CHAIRMAN OF THE BOARD 
OF DIRECTORS, SLICK AIRWAYS, INC. 


Senator Monroney. We are glad to have you back as Administrator 
of the Civil Aeronautics Administration and a member of the Civil 
Aeronautics Board and various other things. We appreciate your 
testifying here today. It will be of help to the committee. 
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Mr. Renrzev. Thank you. I have a prepared statement but I know 
that time is getting short. 

Senator Monroney. We probably will bave to continue later so 
you proceed in the way that is best to make your case. 
~ Mr. Renrzev. I will try to shorten this up, Mr. Chairman, and in 
ase there are any questions perhaps we can get through. 

Senator Monronry. Before you start: We have requests from 2 or 
3 other witnesses who are very anxious to be heard, and Mr. Potts, 
president of the Independent Military Air Terminal Association, so 
ince we do find ourselves with another day of hearings, we will con 
tinue until we complete Mr. Nentzel’s testimony and then meet again 
tomorrow morning at 10 o’clock, 

Mr. Rentrzev. I will try to shorten this up, Mr. Chairman. Mr. 
Chairman and members of the committee. I] eceeiaaes the oppor 
tunity of appearing before your committee. Since November 1954 ] 
lave ‘be en chairman of the board of directors of Slick Airway Ss, Ine. 

Previously, as some of you may know, I spent a number of years 
n Government in which I had occasion to consider active ‘ly many of 
the problems of air transportation some of which now concern ‘this 
committee. Among my Government posts have been: Chairman of 
the Civil Aeronautics Board (1950); Under Secretary of Commerce 
for Transportation (1951) ; Chairman of the Air Coordinating Com- 
mittee (1950-51); Chairman of the Radio Technical Commission for 
\eronautics (1944-49) ; Member of the National Advisory Committee 
for Aeronautics (1948-51); Transportation Mobilizer of the Office 
of Defense Mobilization (1950-52); Chairman of the Civil Aviation 
Mobilization Division of the National Security Resources Board 
(1950-52). ; 

The Administrator of Civil Aeronautics Regulation was left off but 
t isa very lengthy list anyway. Last year this committee held hear 
ings on S, 2647, the bill popularly called the McCarran bill, which 
would have substantially changed regulation of the air transportation 
industry as it is known under the Civil Aeronautics Act of 1938 

Although that bill reflects the commendable efforts of its draftsman, 
we believe that wholesale changes in existing law are not necessary at 
this time. The unsettling effect which sweeping changes of that char- 
acter would exert on air transportation would, we believe, be detri 
mental to the public interest. 

The present law, which is characterized by the far-sighted wisdom 
of its draftsmen, provides, on the whole, a tested and suitable frame 
work within which air transportation can be developed in the national 
interest. 

However, like all tools forged by man, it can be improved. Thus we 
find ourselves in agreement with the decision of this committee to re 
examine the Civil Aeronautics Act in the light of proposed amend 
ments which focus upon particular problems. 


Objection to proposed amendment of exemption authority One 
of the problems which has been given attention in the proposed amend- 
ments is that of the large irregular passenger carriers. 

As a carrier of property only we are content to leave discussion of 
this rather controversial matter to those directly interested in the pas 
senger field and thus take no position on the merits of the question 


itself. 
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However, we believe the solution proposed in S. 308 (Bricker bil 
and S. 1119 (Magnuson bill) extends be yond the scope of the pro 
lem in at least one partic ms ar. Both bills would amend section 41 
of the act to prohibit the Civil Aeronautics Board from exemptin, 
carriers from the certificate requirements of section 401 except whe 
(a) the aircraft of the carrier does not exceed 12,500 pounds max 
mum gross take-off weight or (b) the service to be exempted temp 
rarily supplements service for which the carrier has previously bec 
certificated. 

This would exclude the route-type noncertificated operations of th 
large irregular carriers from the exemption power. But it would g 
further and also exclude new experimental services by certificated 
property carriers. This is, we believe, the objectionable feature. 

In the latter part of 1953 the Post Office De ‘partment inaugurated 
the experimental transportation of first-class mail by air. This typ 
mail is essentially property in its characteristics, and, in our view 
property-only carriers, suc h as Slick Airways, should be allowed 
participate in the experiment. 

We applied to the Civil Aeronautics Board to take part in the ex 
periment. But we encountered difficulties. First-class mail is treated 
as air mail for purposes of the certificate requirements of section 40! 
This meant that our property-only certificate did not contain the neces 
sary authority to carry this class of mail. It was necessary, there 
fore, to make application to participate in the experiment pursuant to 
an exemption under section 416 of the act. 

The Postmaster General gave his complete endorsement to our ap 
plication, and we still hope to be granted an appropriate exemption 
before the experiment expires. The exemption would enable Slick 
Airways to contribute to a new experimental service which, because of 
a technicality, is not covered by its certificate. 

This is a case where the exemption power can be used to furthe1 
the public interest in accordance with the desires of a high-ranking 
government agency, the Post Office Department. Bu this type devel 
opmental transportation would be foreclosed if the exemption powe1 
under the act is further limited as proposed in the two bills the com 
mittee is now considering. 

Therefore, we recommend that section 416 not be amended. This 
would not require an abandonment of a solution to the problem of the 
noncertificated route-type operations of the large irregulars. 

The provision of one of the amendments to S. 1119 authorizing the 
issuance of certificates for supplemental service would appear to offer 
one method of regulating this problem. In any event, it is our po- 
sition that any amendment to section 416 should not curtail the use 
of the exemption authority to encourage experimental development of 
new services. 

Cost principle in subsidy se paration amendments.—There is one 
other knotty problem dealt with in the bills before the committee 
which I should like to mention briefly. That is the matter of the 
separation of subsidy from air mail payments. 

Different proposals are contained in the bills for accomplishing this 
very worthy objective. We are not concerned about the proposals 
other than their use of the fair and reasonable standard for the com 
pensatory or nonsubsidy rates which the Board is empowered and 
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lirected to determine. We recommend that in heu of this standard, 
the cost standard be incorporated into the bills. 

For many years air mail rates were based on subsidy considerations. 
During this period ratemaking principles were developed which, of 
course, Were primarily designed to accommodate the subsidy features 
of the act. It is diftic ult to make the transition to nonsubsidy rates 
without consciously or unconsciously carrying over many ‘of the 
principles developed for subsidy pur pose S. 

These prince iples cause confusion in the formulation of standards 
applicable to compensatory or Aelia rates. The result is that if 
there Is to be an e ‘tfective se pai it ion ot subsidy, the re is nee «| for le MIS 

lation clearly defining principles for determining compensatory or 
nonsubsidy rates. 

The President undertook to fill this need in promulgating Reor 
ceanization Plan 10. In his message of transmittal he stated that the 
“ost principle” should be est: Pere as definite legislative policy. 
The President’s Air Coordinating Committee further supported this 
by recommending that : 

The United States should fully implement the intent of Reorganization Plan 
10 to assure the exclusion of all elements of subsidy from compensation paid 
to air carriers for the transportation of mail by air. Service mail rates should 
be established on principles of fair and reasonable compensation for the services 
performed which will take account of all pertinent factors and, recognizing any 
differences in cost or character of service, will bear a proper relationship to the 
charges existing for other forms of traffic. (Civil air policy, Report of the 
President’s Air Coordinating Committee, May 1954). 

These recommendations of the President and the Air Coordinating 
Committee should, we believe, be adopted in the proposed legislation 
by incorporating the cost standard into the pending bills. 

Parenthetically, it may be a matter of interest to you that in the 
pending proceeding for renewal of its certificate, Slick Airways is 
seeking authority to carry air mail in all-cargo planes at nonsubsidy 
rates of around 22 cents a ton-mile, inc luding priority of service. 

Not only do we subscribe to the cost st: andard for determination of 
such rates, but we would accept a certificate waiving subsidy, and if 
deemed necessary or advisable would support legislation to the same 
effect. 

All- cargo carrier pe rmanent ce rtific ation —We are also concerned 
with a matter of major importance to us which has apparently been 
omitted from the proposed amendments to the act. This is the matter 
of permanent certification for the all-cargo carriers. 

As the committee knows, Slick Airways is one of the two largest all- 
cargo carriers and has been a major factor in the development of the 
air freight industry during the last 9 years. Since 1946 it has grown 
to the point where it carries over 40 million ton-miles of freight 
annually. This constitutes from one-fifth to one-fourth the total air- 
freight flown domestically each year. 

This has been done without subsidy and with no more than a tem 
porary certificate for property only. We are now engaged in pro- 
longed and costly proceedings before the Civil Aeronautics Board to 
renew our certificate. 

Last year this committee reported out a bill, H. R. 8898, to pro 
vide for permanent certification of all-cargo carriers (Slick Airways, 
the Flying Tiger Line and Riddle Airlines) and the local service 
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carriers. The only criticism of any slonificance regarding that leo) 
lation was, in effect, that it was contrary to efforts to reduce subsid 
demands. This criticism was, of course, directed to the local servi: 
carriers and not to the all-cargo carriers who have demonstrated tha 
they can take their place in air transportation without subsidy. 

Temporary certification of the all-cargo carriers has substantial 
interfered with our development. Financing has been difficult to s 
cure. This hindrance to erowth and stability would be removed 
permanent certification. 

Further, permanent certification would increase the confidence « 
shippers in the availability of services. It would help the morale ot 
employees who have had an Important part in the birth and growth of 
this business. It would protect. us from costly and time-consumine¢ 
certificate renewal proceedings. And in terms of the faster realiza 
tion of the truly great potential of this business, the contribution t 
national defense would be greatly accelerated. 

These problems were ex: imined by the committee last year and pe 
manent certification legislation was recommended for the all-cargo 
carriers. In the light of the conside pene noted we earnestly urge 
that this committee again go on record in favor of permanent certifi 
cation of the all-cargo carriers by inc iodine legislation to that effect 
in its proposed amendments to the Civil Aeronautics Act. 

I would like to deviate for just a moment, Mr. Chairman, and say 
that in general I find myself in agreement with the attitude expressed 
by Chairman Rizley of the CAB. I have some exceptions and it 
order to conserve time I have devoted this statement to only two items, 
which I think I would like to make a point on. I also have a general 
comment on a couple of others. 

It occurs to me that the proposed amendment to restrict the exemp 
tion authority is entirely too restrictive. In my experience as a meni 
ber of the Civil Aeronautics Board—and | suppose it is still true 
there are quite a number of things that occur in air tr ansport 1101 
which require some special authority. I believe the exemption author 
ity has been abused from time to time but it does occur to me that this 
authority is not an established one and there are quite a number of 
things which under the act would require an exemption. 

I therefore would suggest that the amendment hereto restrict se 
verely the exemption of carriers under section 401. It is a little too 
restrictive and I think it might very seriously harm the further devel 
opment of civil aviation. 

[ am of course particularly concerned at the moment with its effect 
on property carriage, because the business of air freight and airlift 
is such a new thing that there are quite a number of areas which have 
yet to be explored and I would certainly hope that the Board, in its 
wisdom, would be able to grant exemption where that appears to be 
necessary. 

That applies to service in the communities or new types of com 
modities or new services which will come up and which it is impossible 
to write an act to cover at any particular stage of the game. 

I just referred in my prepared statement to the experimental trans 
portation of first-class mail by air. We feel that property carriers 
should be given an opportunity to participate in that experiment as 
well as the certificated passenger lines, and I believe an exemption, 
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or at least a deviation is required in either instances, so it does occur 
to us that that portion of the bill should be amended or liberalized 
at least as it is presently amended. 

As a matter of fact, 1 would go so far as to recommend that section 
116 not be amended at all. This would not require abandonment of 

solution to the problem that I know the writers of the bill had in 
mind, the question of the noncertificate route type operation of the 
urge irregular carriers. I would endorse the recommendations for 
supplemental service provisions in this act. 

[ think it is wise and I think it would help to solve that particular 
problem. Referring to the second — which I wanted to comment 
on Mr. Chairman, the cost principle in subsidy separation amend- 
ments. 

In the first place I would like to endorse the legislation which is 
suggested for the separation of subsidy. During my tenure as chair- 
man of the Civil Aeronautics Board, we did actu: rally develop a system 
of separation of subsidy and service rates. We did them as much as 
possible on a cost standard basis. 

I would like to endorse the cost standard as a method which should 
be incorporated into the bill. It seems to me that that is the only fair 
way to get at it, and this was a principle which has been repeatedly 
endorsed by the administration. 

It was endorsed under Reorganization Plan 10 and has been since 
endorsed by the Air Coordinating Committee, so I would strongly 
urge that that feature be incorporated. 

It seems to me that otherwise it would be difficult to arrive at a fair 
standard, if it is merely reasonable: the final point I did want to 
comment on the question of the all-cargo permanent certification. 

I realize that that is not a matter which necessarily falls within 
the purview of this bill but in order to focus attention on it 1 would 
like to point out that the all-cargo business is relatively new, that 
this committee did endorse last year a permanent certificate for all 
cargo carriers which subseque tly failed because of time, that it was 
at that time Incorpor' ated into the local service bill and since that 
time the Jocal service permanent certification bill has passed both 
Houses. 

There was a question of subsidy, at least a criticism, the only criti- 
cism of any significance regarding the legislation passed by the com- 
mittee last year was that it was contrary to the administration’s 
effort to reduce subsidy demand, or those of the Congress as well. 
This was aimed primarily at the local service carriers. I want to 
emphasize that the all-cargo carriers have not received any subsidy, 
do not request any and if necessary would support legislation in 
connection with any permanent certification to see that they did not 
receive any subsidy. 

So I think the two problems are now separated. 

In the case of the local air carriers it is desirable that they have 
permanent certification for the same reason that all-cargo carriers 
should receive permanent certification, That is the question of fin- 
nancing, development of proper equipment, and the financing of that 
equipment. Also the permanence of the carriers themselves in regard 
to the shippers would be enhanced. I am speaking now of all-cargo 

‘arriers. 
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In the case of local air service carriers, they are providing a servic 
which is supremely essential to the smaller wn of the natio1 
and I might say they have contributed a great deal to getting th: 
trunklines off subsidy by serving naar communities which woul 
be expensive for the larger carriers, and that was a trend which w: 
established some years back. 

In order to make it possible for the trunk carriers to get off subsidy 
we expanded the operation of the local service carriers and removed 
cities and communities which were more adaptable over to loc 
service. 

They got better service as a result and the trunk carriers were re 
lieved of the cost of a service to a small community with large ai 
craft, and I think that has contributed substantially to the fact that 
the trunk carriers are mostly off subsidy at the prese nt time. 

In connection with the all-cargo carriers and the question of certi 
fication—as a matter of fact, in connection with the whole airlift 
question—this may not be proper since it does not relate directly t« 
these bills, but I would strongly urge this committee to give seriou 
consideration to a full dress hearing on the whole question of airlit 
and its relation to the national defense. 

During my tenure in the Government, one area which seemed to 
offer the greatest possibility of development—I am speaking not 
only of all-cargo carriers but anyone certificated to carry materials 
was the air freight industry. Secondly, it was certainly apparent 
that the development of air freight had the greatest potential to ex 
pand our reserve airlift and that the community of interest betwee: 
the military and the civil was most prevalent at the air cargo and 
air freight level than any other type. 

We have a great many aircraft from the passenger carriers in tli 
civil reserve air fleet. It is a noteworthy contr ibution but it is not the 
whole story, and it does not provide the number of aircraft nor th 
type that is required. 

As I say, I have deviated a little bit from these bills but I think 
it is a matter of overall] sinnakilian ation that you have before you today 
and I would urge strongly that the committee at the earliest possibli 
date conduct a full-scale hearing on the whole question of airlift. 

I would like to close by endorsing the contract carrier provisions 
of this bill. I think from my experience with Government that it 
is a desirable thing for the Board to be able to regulate the contract 
carriage both from the point of view of the shipper and the point 
of view of the competition 

There has been some destructive operations in the contract carrier 
field, to the detriment of even the people who receive the contracts, 
because there is no way to regulate the rates. 

Lastly, I just want to make a comment in regard to the bill’s pro 
vision here on international certification and international air trans 
portation. I do endorse the bill’s provision in that regard. I do 
think, however, that, in common with chairman Rizley, that the 
probability is that the President should not be required to explain 
his reasons for not certific ating a foreign air carrier. 

There have been a number of difficulties experienced in the way 
the act has been interpreted and that relationship. I think the bill 
has done a lot to strengthen the position and to clarify it. 

Thank you. 
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Senator Monroney. Thank you very much, Mr. Rentzel. 

In regard to this airlift thing that you mentioned—and I have 
talked to you some about the defense implic ations of that—how many 
modern freight planes are available tod: ay in civilian operation / 

Mr. Renrzev. I would consider nine mode mn aircraft in operation. 

Senator Monroney. That would be DC-6’s / 

Mr. Renrzeu. Yes, sir. 

Senator Monroney. The rest of them are confined to DC-4’s? 

Mr. Renrzev. C-46’s and DC-+4’s. One reason I am interested in 
this field and have been for some time is that there has been such 
a slow amount of progress made in the development of airfreight and 
the utilization of such aircraft as are available. 

The development of new types of aircraft by the military that can 
now be seen over the horizon, are most encouraging for airfreight. 
the turbopropeller type aircraft are under development, some of 
which are flying, hold great promise, not only from the commercial 
point of view with low ton-mile cost, but from the military view of 
mobility, rapid expansion, and rapid movements of troops and sup- 
plies, something which is lacking in our whole defense setup at the 
present time. 

[ am perhaps a stronger advocate of that than some, but it does 
occur to me that the fact that we have not got an efficient airlift has 
been one reason that our foreign policy has not been as easily imple- 
mented as it might be. The ability to move quickly and to put forth 
force where force is needed is certainly one lack in our Military Estab- 
lishment. 

That was recognized by the air logistics conference of December 16, 
and there has been a movement by the military to try to strengthen 
that area, but I believe there is such an affinity between the commercial 
and defense aspects that something seriously should be done about it, 
at least some very serious consideration needs to be given to it. 

Senator Monroney. You feel that there is enough demand for air- 
freight service in this country to build up a ready reserve of airlift 
capacity that in time of peace would be able to be self-sufficient but 
in time of war would give us a vast supply that could be moved im 
mediately into sup plying any needs, defensewise, overseas / 

Mr. Renvzet. Yes, sir. That is exactly the way I feel. I feel that 
the commercial industry, as soon as it is able to obtain sufficient quan- 
tities of aircraft, can develop a sufficient market to put hundreds of 
urcraft into cargo service usefully, and that those aircraft can be 
my immediately available through the actions of the civil reserve 

r fleet plan to the military to move tremendous amounts of supplies 
on to support airborne trips and air logistics. 

Senator Monroney. But today only nine such modern aircraft 
xist # 

Mr. Rentzev. In commercial use. 

Senator Monroney. In commercial use / 

Mr. Renrzev. The military have a substantial number of such air 
craft in the reserve in their own operations that are not used exten- 
sively but are in there for expansible reserve purposes. 

Senator Monroney. Could vou say how many ? 

Mr. Rentze.. I don’t know offhand. Of course, that would de 
pend on the definition you give, but certainly over a hundred. My 
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point there is simply, Mr, Chairman, that the availability of such an 
eraft and the use of such aircraft by commercial air cargo interests 
and I am hot speal ng only of the air caryvo carriers but I am speal 
ing of the passenger lines as well—would make possible a substantia 
reduction in rates, and I think would give the stimulus necessary t 
get this thing started. 

[ do not care how it is accomplished. I just would lke to see 1] 
(United States have a substantial number of large cargo aircraft ava 
able in time of national emergency. 

Senator Monronery. At the present time the only available pool \ 
would have would be stripping the regular airlines of their equipme! { 
which would therefore tend to destroy our good service in the Unite 
mtates. 

Mr. Renrzev. Well, under the plan at the present time, over 50 
passenger-type aircraft, a few all-cargo—the few I have mentioned 
und some of the older types would be available to the military on +> 
hours notice with crews, and that is a very excellent plan. 

The diflic ulty is that it does not have in it the number of aircraft 
needed nor the type, since they are primarily passenger. Secondly, it 
would be necessary to eliminate a substantial portion of the passenge: 
services in the United States in ‘cna 1 to make those aircraft availabl 
That in turn increases the deficiency. 

The smaller aircraft, 2-engine aircraft under the plan, would con 
tinue to operate in commercial passenger services. And of course, we 
would go on a priority basis and travel would be restricted by air but 
acti illy we found in the last war that air travel needed to be expanded 
in time of war, not restricted, and it just seems to me that the air freight 
industry offers such a tremendous potential for absorption of the num 
ber of aircraft which are particularly suitable for the military, that 
every stimulus ought to be given to it. 

Senator MoNRONI ie The cost would come dow h then in) relationship 
to the better-type modern planes that would be available for this 
service. 

Mr. Renrze.. Yes, sit 

Senator Monroney. And today the type of plane we are using is not 
adaptable for airlift; is that correct ? 

Mr. Renrzev. That is correct. I think the turbopropeller aircraft. 
when they become available in 2 or 5 years, the first models will cut i) 
half the ton-mile cost of even the DC-—6A and in turn further develop 
ments along that line which are in process will make a further reduc 

on. Two to three cents a ton-mile would be the prevailing rate in 
probably » years. 

The thing that is needed is to get off dead center on it and move in 
on it. It has sort of stagnated for the past years or two and although 
it has had a steady growth it has not been as sensational as I think the 
national interest requires. 

Senator Monroney. Senator Schoeppel ? 


Senator Scuorpre.. Do you find that other nations are outstripping 
us in that respect now / 


Mr. Renrzev. No, sir, not insofar as development of new aircraft, 
Senator. We have quite a number of nations, because of the poor sur 
face transportation, that have used aircraft considerably more—fo1 
example, Colombia as a nation that uses a tremendous amount of 
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‘irlift, because it does not have the surface transportation at all to 

compete with it, or at least it does not have any appreciable amount. 
[ do not think there are any other nations that have— of course, I 
an not comment on the Russtans—but L would think that 1) ceneral 
eC have done as well asany in the alr carbo field. 

Recently the British have announced a program to go over to airlift 
sobility for most of their eer movements and varie are realining 
heir military forces in accordance therewith. As « his date we 
still do not have enough aircraft to move one division. 

Senator Scnorrret. Your thought would be that this would stimu 
late that particular segment of the aircraft industry that could be 
used both commercially and as an arm of our defe nse ¢ 

Mr. RENTZEL. Yes, sir. As an interchangeable type of aircraft be 
tween the two services—commercial and military. I think the poten 
tial in the air-freight field offers the greatest possibility for civil avia 
tion anyway. 

= as the transportat ion of fre} igh t by any otner 1 modern method is 

» largest breadwinner of any form of tr insportation, I think that 
S ‘true in air, We just have not got to the point of exploiting it yet. 

Senator ScHoepre.. I entirely agree with you that this committee 
should give this thing consideration and set this down at some appro 
priate time when we might definitely go into this whole field of 
operation. 

Mr. ee Yes. sir. I hope you will. I think it is a matter 
of great national interest and I think an investigation by this com 
mittee ona hearing basis would be very helpful. 

Senator Monronery. Mr. Sweeney 4 

Mr. Sweeney. You mentioned that we have been on dead center on 
this question of airlift for some years. In other parts of your state 
ment you mentioned that there is no need to have direct subsidy for 
the cargo carriers. I wonder if this is not a situation where a direct 
Federal subsidy might get us off dead center 4 

Mr. Renrzeu. It could well be that a direct subsidy would. We have 
not advocated it. Slick Airways has not advocated it beyond my ten 
ure of office or connection with it. 

I think the thing that will help us the most or help this industry the 
most—I am speaking now of all airlines that are certiticated to carry 
naterials—cargo—is a real interest in it—a question of finding ways to 
help to stimulate it, availability of aircraft, a permanent certificate 
for the all-cargo carriers to provide the competitive pattern that J 
think is needed to develop the air-freight business. 

Such a permanent certificate would give the financial backing that 
IS needed to buy these airplanes and ot course one other thing that the 
Government could do in making available aircraft at a rate which is 
compensatory to the Government: I don’t think the Government 
hould provide aircraft at a loss; it should get its money back and it 
should get a return on its investment. 

As you know, we have an experimental operation with the Navy 
vhich is doing just that. We find it satisfactory, we think the Navy 
does, and we hope that some permanent program for all carriers will 
be made available. A subsidy might he ‘Ip. 

The prine ipal thing you want to do is to get a lot of these airplanes 
| service and they in turn will create a rate level which will attract a 
ubstantial amount of freight which is not moving at all. There are 
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lots of perishables which do not move now because any kind of trans 
portation is unsatisfactory. 

~ It will also divert some transportation from other types and form 

of transportation media, or cargo, but on the whole I think it wil 
‘reate its own level. Subsidy is frequently a stimulus. I do not think 
thi it is what is required here. 

I think what is more required is to give the industry some stability, 
to give it a genuine interest on the part of the Government to find a 
way to get into its hands immediately some aircraft which will not 
be subsidized but will be self-supporting and to assist in such thing 
as exe mptions. 

For example, the produce market has tremendous possibilities by 
air. It is probably taking an exemption of some sort until we find 
the medium or the level at which we can operate. ‘Those are the sorts 
of things that I think the Federal Government can do more to assist 
in than by providing an outright subsidy. 

We do suggest and we have historically suggested that the all-cargo 
carriers be given a competitive position with the passenger lines. As 
you know, the passenger carriers use both all-cargo aircraft and pri- 
marily their multiple-purpose aircraft to carry air freight. 

The multi-purpose aircraft carry passengers, mail, express and 
cargo, as well as company material. We think that perhaps they have 
had an advantage competitively in the sense that the all-cargo carriers 
have not been _ rmitted to carry mail and express. In that connection 
we think any bulk commodity should be permitted to be carried by 
these all-freight carriers and that, in turn, will stimulate the passenge! 
carriers to provide all-cargo aircraft so that they will be competitive. 

hat is the sort of thing that I think needs to be done and on which 
{ don’t believe we have focused enough attention. 

Mr. Sweeney. In part you are criticizing the attitude of the Civil 
\eronautics Board and Government agencies toward air freight? 

Mr. Renrzev. It is not so much a criticism—it is a criticism mostly 
because we haven't spent enough time on it. I am criticizing myself 
uctually because I did not do as much as I should have when I was 
there, but I think the problem has become much more acute to us now. 

In a nuclear war the question of the military aspects as well as the 
evacuation aspects of cargo-type aircraft have become much more 
ee int than they were several years ago. I am saying that the 

ivil Aeronautics Board should carry out the Air ( ‘oordin: ating Com 
wailed s own policy y as established last year. I am saying that the De 
partment of Commerce should extend a lot more interest than it has, 
that the military departments should get a lot more interested in the 
development of commercial airlifts for their own purposes. 

There has been a negative attitude, particularly in the military, 
some circles, because of budget reasons. The type of logistics by air 
is given such a low priority that frequently it does not get—as has 
been witnessed from time to time all of the transport wings have 
been eliminated, as the fourth priority. 

We start off with strategic, we get into technical and air defense, 
and if there is any money ‘left we get into airlift. I think that situ 
ation needs to be reversed. At least some consideration should be 
given by some means—either by stimulating the commercial air 
freight industry to provide the reserve or by the military taking a 
direct interest to provide t this airlift reserve. 





CIVIL AERONAUTICS ACT AMENDMENTS OF 1955 315 


It is a matter of great national importance. Mobility of troops 

more important now than it has ever been before. The Army agrees 

th this and, of course, there is this usual business of trying to de 
op the Defense Department policy. I am not being critical. Iam 
trying to focus attention on this prob lem. 

Mr. Sweeney. My question was not intended as a direct criticism 
of the past, but I was asking if you though the declaration < policy 

this act should be corrected to place further emphasis on air freight. 
That has been suggested by the representatives of the nonscheduled 
\irline industry. 

Mr. Renrzev. It would be helpful if the act itself gave equal con- 

deration to that. There is no reason under the terms of the act, how- 
ever, Why the administration, particularly the Civil Aeronautics 
Board. could not interpret the act to mean that. I think it might give 
them more encouragement if the act itself stated that specifically 
rather than by gener: al endorsement. 

Mr. Sweeney. I notice you endorse the cost standard, There have 
been two major differences in interpretation of that that have been 
advanced. The Post Office made very clear last week, when they en- 
dorsed the cost standard, that they meant that the rate for carrying 
the mail should not exceed the cost. 

In other words, they were using cost as a ceiling. The other in- 
terpretation would be to fix the rate at cost as determined by formulas. 

Mr. Renrzev. I hardly think it is fair for the commercial carriers 
to be expected to carry the mail at cost as such. What I had reference 
to by cost is this: the full allocation of cost to the particular medium 
which is to be transported. I am thinking particularly of multiple- 
purpose aircraft. 

It is a difficult thing to determine but I am sure it can be deter- 
mined. The actual cost of transporting that particular commodity is 
the cost to which I had reference. I think those are the rates on which 
the mail should be fixed but I am sure the Post Office means that the 
carrier would make a reasonable profit on the carriage of that. I had 
not. assumed that they were fixing a cost at the bare cost itself. 

Senator Monroney. Cost plusa fair return. 

Mr. Rentzeu. Yes. I think that is onlv fair. I do not think any 
other form of transportation carries the mail free. 

Mr. Sweeney. As I read the testimony here they did not mean a 
full allocated cost, pound for pound, and treating no class of traffic 
on an added cost basis. 

Mr. Rentzet. You mean the Post Office ? 

Mr. Sweeney. Yes, sir. 

Mr. Renrzex. I do not know their reaction in that regard, but I 
think it can be established by the cost analysis, the actual cost of 
carrying any particular commodity, and that is the rate that should 
be applied, with a reasonable profit to the carrier. 

Mr. Sweenry. Thank you. 

Senator Monronry. Thank you very much. Your testimony will 
help the committee and we hope we can get to the hearings on the 
general subject of airlift before we wind up this section. 

The committee will be in recess until 10 o’clock tomorrow morning. 

(Thereupon, at 12:20 p. m., the committee adjourned, to reconvene 
on Tuesday, May 3, 1955, at 10 a. m.) 
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(The following letter was subsequently received from Mr. Rentze| 


Stick ArRways, INC., 
Burbank, Calif., May 4, 1955 
Hon. MIKE MONRONEY, 
Chairman, Aviation Subcommittee, Interstate and Foreign Commerc: 
Committee, United States Senate, Washington 25, D. C. 

DEAR SENATOR: I have just read an initial report in the American Aviatio: 
Daily of my testimony before your subcommittee. I believe the transcript 
an accurate record of my statements, but I would like to correct any impress 
left by the Daily as to my intentions on a few points. 

Firstly, with regard to the suggested hearing on the question of airfreight, | 
believe you will remember this was made in connection with the problem 
permanent certification of the all-cargo carriers and what steps might be take 
to get the development of reserve airlift off dead-center. 

Secondly, I did not think I made the statement or left the impression that thy 
Army was the only one of the military services showing any interest in airlift 
inasmuch as I also stated that the Navy was actively pursuing a leasing pro 
gram and that the Air Force was developing a series of turbo-propeller cargo air 
craft. This certainly would not indicate a lack of interest on the part of thess 
services. In this connection, both of these programs are vital to the development 
of an adequate airfreight industry. 

Thirdly, I believe I stated that one of the problems in the military services was 
the question of budget, in my opinion. I further stated that of necessity the air 
lift or transportation category of military budget had to be of fourth priority 
after strategic, tactical, and air defense. I did not mean to convey, and I am 
sure you and the other Senators understood, that this was a logical priority and 
I clearly stated I was not being critical. The budget question is one which needs 
to be solved with regard to airlift, particularly in view of the ceiling limitatior 
placed on military expenditures, 

I felt that it was desirable to be sure that my remarks were perfectly clear in 
regard to the military services. I feel sincerely that a hearing on the question 
of permanent certification for the airfreight carriers would do a great deal to 
develop possible means of expanding a commercial airlift so that, in turn, we can 
expand the airlift reserve. 

It was a pleasure to have an opportunity to testify before your committee and 
[ again endorse the sound and commonsense approach being made to the prob 
lem of bringing up to date the Civil Aeronautics Act of 1938. 

Sincerely yours, 
DeELos W. RENTZEL, Chairman of the Board 
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TUESDAY, MAY 3, 1955 


Unirep STATES SENATE. 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
SUBCOMMITTEE ON AVIATION, 
Washington, D. U. 

The subcommittee met, pursuant to adjournment, at 10:10 o’clock 
a. m., in room G-—16, United States Capitol, Senator A. S. Mike Mon- 
roney (chairman of the subcommittee ), presiding. 

Present : Senators Monroney, Schoeppel, and Payne. 

Also present: Edward C. Swee ney, aviation ¢ ounsel. 

Senator MoNRONEY. The Subcommittee on Aviation will come to 
order. 

The first witness will be Mr. Larry Cates, Washington representa- 
tive of the Air Line Pilots Association, who will] present a statement 
on behalf of Clarence N. Sayen, president of the association. 


STATEMENT OF LARRY CATES, WASHINGTON REPRESENTATIVE 
OF THE AIR LINE PILOTS ASSOCIATION ON BEHALF OF CLARENCE 
N. SAYEN, PRESIDENT OF THE ASSOCIATION 


You wished to file that, did you not, Mr. Cates / 

Mr. Cares. Yes. 

Senator Monronry. Did you wish to say anything / 
Mr. Carrs. No. 


(The above-mentioned document is as follows. ) 


STATEMENT OF CLARENCE N. SAYEN, PRESIDENT AIR LINE PILOTS ASSOCIATION, 
INTERNATIONAL ON S. 308 AND S. 1119—PRoposats To “AMEND THE CIVIL 
AERONAUTICS ACT OF 1938, AS AMENDED 


My name is Clarence N. Sayen. I am president of the Air Line Pilots Associa- 
tion, International. The association is appreciative for the opportunity to 
present our views on S. 308, introduced by Senator Bricker and §. 1119, intro- 
duced by Senator Magnuson. 

The Air Line Pilots Association is an organization consisting of practically 
all of the professional airline pilots of the scheduled United States air carriers. 
\t present, the association has a membership of over 12,000 active and inactive 
inembers employed by 41 certificated airlines. The Air Line Pilots Association 
represents airline pilots in all aspects of their professional life. It is their 
bargaining agent under the Railway Labor Act, maintains an extensive air safety 
organization in 116 councils scattered throughout the United States and a 
number of foreign countries, and is spokesman for the airline pilot in his relation- 
ship with municipal, State, Federal, and international organizations. Conse- 
quently, we have a very deep and personal interest in every phase of legislation 
concerning commercial aviation, or any regulation or interpretation arising from 
that legislation, since any development is likely to profoundly affect the personal 
safety, security and professional career of our members. 
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We were afforded an opportunity to appear before the committee last 
with respect to S. 2647, the McCarran bill, which would have revised the ¢ 
Aeronautics Act of 1938, as amended, more completely than would the b 
presently under consideration. In view of the more extensive testimony 
tained in last year’s record, it is hoped that the committee, in studying 
legislation, will refer to our testimony on 8S. 2647 with particular referenc: 
those provisions dealing with reorganization, compliance with labor legislati 
and air safety requirements. 

With respect to the legislation presently under consideration, we have tl 
following comments concerning the major policy questions raised by the bills, 
Our comments also contain some suggestions for amendment. 


GENERAL COMMENT 


In our previous testimony on S. 2647, the McCarran bill, we supported cert: 
aspects of the proposal to reorganize the Civil Aeronautics Board and Civi 
Aeronautics Administration. We are still of the opinion that such a reorganiza 
tion is desirable in the best interest of civil aviation. 

We are particularly interested in the reestablishment of an Independent Ai: 
Safety Board removed from the control of the Civil Aeronautics Board. As pres 
ently constituted and administered, the Civil Aeronautics Board deals primaril) 
with economic issues. In our opinion, safety and regulatory problems are re 
duced to a subservient role in appointments to the Board proper and its staff 
For example, out of the 5 members who presently make up the Civil Aero 
nautics Board, only 1 individual possesses an aviation background or technical 
training and experience in aviation. Still these are individuals who are called 
upon to promulgate the Civil Air regulations governing our commercial air trans 
portation, to investigate our civil air accidents, and all of the other complex and 
technical considerations governing modern-day civil aviation. With the ever 
increasing size and complexity of our commercial aviation structure, this prob 
lem will become more and more important to the national interest and we be 
lieve that Senator McCarran’s efforts at reorganization were timely and well 
founded. We urge that work go forward on them. 


EXCLUSIONS FROM THE DEFINITION OF “AIRMAN” 


Section 5 of S. 308 amends the Civil Aeronautics Act of 1938, as amended, to 
permit the Board to exempt mechanics of certificated repair stations, certain 
manufacturers, and those mechanics of certificated air carriers, employed in 
their maintenance or repair shops, from the necessity of obtaining airman cer 
tificates under the law. We are opposed to that provision which allows exemp 
tion for personnel engaged in airline maintenance. It is our firm belief and ex 
perience that those who are responsible for the maintenance of today’s com 
mercial aircraft should have at least a minimum of qualifications as required by 
present certificates. Not only does this insure at least minimum requirements 
and a selective process in securing a more apt and conscientious employee, but 
it adds a greater degree of stability to the maintenance field and the individuals 
attracted to that work. Increased complexity is making it constantly more 
difficult to maintain high standards of safety. There should be no dilution of 
standards. 

It is most imperative, therefore, to the safety of air transportation that those 
people employed in the maintenance and overhaul of airline flight equipment 
be certificated in demonstration of minimum qualifications for the responsibility 
they hold. We are unable to comprehend the argument advanced that a broad 
general knowledge of the mechanical field is not necessary for those specialists 
operating on the different aircraft components any more than we can compre 
hend the argument that a heart specialist should not be required to have a basic 
knowledge of the functioning of other portions of the anatomy. A sound initial 
quali°cation for his chosen career is necessary if an individual is to advance 
to a skilled technical status. Further, we wish to call the committee’s attention 
to the fact that H. R. 7395, a bill to change the definition of “airman” in the Civil 
Aeronautics Act of 1938, as amended, was introduced in the 88d Congress. Th¢ 
bill at introduction did not contain a provision for exemption for those mechanics 
working for a certificated air carrier. However, there was an amendment to the 
bill proposed which would accomplish that purpose. H. R. 7395 was referred to 
the Committee on Interstate and Foreign Commerce in the Senate. After exten 
sive deliberation, Senator Bricker, Chairman of the Committee, submitted a 
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eport on the proposed legislation Following is a quotation from that report 
aling with the proposed amendment to exempt mechanics working for certi 
ficated air carriers: 
The Air Transport Association of America, representing the scheduled airline 
dustry, suggested an amendment to the bill which would extend this legislation 
» authorize the Civil Aeronautics Board to exempt, in addition, airline main 
nance employees from the airman certification requirements. The committee 
finds that no sufficient justification has been presented for such an amendment 
this legislation.” 
In our opinion, the same lack of justification exists today S. 1119 does not 
include the definition of “airman” and consequently, we favor the approach 
embodied in that bill 


AMENDMENTS TO DECLARATION OF POLICY 


We support the policy that air contract service should be regulated to the same 
degree as other air carriers in order to assure the highest degree of safety as 
well as assure sound economic conditions in the air transportation industry 
We have a primary interest in all safety matters inasmuch as there are always 
pilots on the aircraft irrespective of the type of operation and our professional 
and personal security is involved. The Air Line Pilots Association has sup 
ported the policy for many years that aviation cannot condone a differential in 
safety standards. 

In addition to this provision which is contained in both bills under considera- 
tion, it was felt that section 13 (H) of S. 308 which provides for the maintenance 
by the United States of the greatest possible influence at all times in world 
aviation should be adopted. Our association is an active affiliate of the Interna- 
tional Federation of Air Line Pilots Associations, an affiliation of the pilot organ- 
izations of some 22 countries. We also take an active interest in the work of 
the International Civil Aviation Organization. Consequently, we are acutely 
aware of the influence exerted throughout the world by air transportation. It is 
felt that to do other than to exert the greatest possible influence at all times in 
world aviation would constitute a derogation of our present position among 
the family of nations. We support the approach of S. 308 in this regard. 


RATES FOR AIR TRANSPORTATION OF MAIL 


With reference to this subject, we wish to direct our comments specifically to 
that portion of both bills which provides that the Board in fixing rates for the 
foreign air transportation of mail by United States carriers shall take into con- 
sideration, among other factors, the rates paid by the United States to foreign 
air carriers for similar service. Our international air carriers compete with the 
air carriers of many other nations. It is incongruous that the United States Gov- 
ernment should pay a foreign air carrier for the transportation of our mail at a 
rate in excess of that provided for our own flag carriers for rendition of the same 
sevice, but for the past several vears such a condition has existed. As the mem- 
bers of the committee are aware, our Government by treaty pays a rate to foreign 
air carriers for the transportation of our mail known as the Universal Postal 
Union Rate which is in excess of the payment made to our own carriers. We be- 
lieve that the United States carriers who are competing with the heavily subsi- 
dized carriers of other nations should receive a rate commensurate with that being 
given to their competition. If this situation existed today or was viewed in its 
true perspective, it is believed that the so-called subsidy being paid to our interna- 
tional air carriers would disappear or be substantially reduced. Consequently, 
we support the portions of these bills which would cause consideration of this 
fact in fixing airmail rates. 


RAILWAY LABOR ACT AMENDMBNTS 


Section 48 of S. 308 would amend section 201 of the Railway Labor Act in 
two respects. First it would make air contractors as well as common carriers 
subject to the Railway Labor Act. The Railway Labor Act is a model of labor 
legislation and has provided an excellent means for the settlement of labor 
disputes in air transportation. In our opinion, any air carrier presently opera- 
ing in interstate air commerce or operating in such a manner so as to affect inter- 
state air commerce is subject to the Railway Labor Act at the present time. If 
there is any doubt, it should be clarified. It is desirable both to the employer 
and employees that the processes of the Railway Labor Act be available to them 
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for the settlement of any disputes which arise and, consequently, the provisi 
of the act should be made applicable to all carriers who hold any type of ope: 
ing certificate or operate in any manner so as to affect interstate air Comme 

Secondly, section 48 of 8S. 308 would attempt to limit the right of certain ¢ 
ployees to organize by altering the definition of the term “employee” or “sul 
dinate official” as presently contained in section 201 of the Railway Labor A 
We are strongly opposed to this amendment. Based on our experience, it is « 
opinion that such an amendment would create confusion in the industry 
result in innumerable labor disputes. In addition, it would destroy establis! 
patterns of representation and deny basic privileges to many individuals. 

The language of the proposed amendment itself is faulty. It is so broad a 
general that it could be construed to encompass practically all employees. U1 
the present practice, the administrative agency of the Railway Labor Act. 
National Mediation Board, is charged with determining what constitutes a proj 
craft and class for representation purposes under the Railway Labor Act 
what constitutes an employee or subordinate official. The decision of the N 
tional Mediation Board is reached after extensive hearings on the subject a) 
is predicated on the facts involved in the particular case. The language of t 
proposed amendment is so all inclusive that it would practically preclude thy 
exercise of independent judgment by the Board and would result in the destru 
tion of many craft and class determinations carefully established by the Board 
over many years. We quote for your convenience the language of the propos: 
amendment : 

“Provided, That the terms ‘employee’ or ‘subordinate official’ shall not includ 
any individual having authority, in the interest of a carrier or contractor, to hire 
transfer, suspend, lay off, recall, promote, discharge, assign, reward, or discipline 
other employees, or responsibly to direct them, or to adjust their grievances, 0: 
effectively to recommend such action if, in connection with the foregoing, the ex 
ercise of such authority is not of a merely routine or clerical nature, but requires 
the use of independent judgment.” 

It is obvious from the foregoing that the broad and all-inclusive language could 
deny representation to practically all employees in any position of responsibility) 

S. 1119 does not contain this amendment and we support the exclusion of it 


EXEMPTION FROM COMPLIANCE WITH LABOR LEGISLATION 


We again wish to reemphasize our position taken during the hearings on S. 2647 
that the power to grant exemptions from minimum standards of compensation 
should be removed from the present act. The minimum standards established in 
the Civil Aeronautics Act of 1938, as amended, are those established in 1934. The 
passage of time has caused them to be in fact minimum standards far below the 
normal rates of compensation being paid. We can see no justification for pei 
mitting an exemption from such minimum standard for any air carrier. There 
fore, we urge that section 416 of the present act be amended to eliminate any au 
thority to grant exemptions from compliance with the labor conditions as outline: 
in the act. 

COMPELLING TESTIMONY 


Section 1004 (i) of the Civil Aeronautics Act of 193s, as amended, is designed 
to protect an individual who is compelled to give testimony which might tend to 
incriminate him or subject him to a penalty. This provision of the act is neces 
sary to protect the rights of individual citizens and is particularly important in 
this legislation so as to enable accident investigators to secure the maximun 
amount of information for the prevention of future accidents. 

We believe the language of the present act is clear in that it provides for the 
protection of an airman against civil fines and penalties in those instances where 
he is compelled to testify. For some reason, however, the Administrator of Civil 
Aeronautics has recently taken the position that this protection applies only in 
criminal actions and that in civil actions, which may result in monetary penalties 
or loss of license, the airman is not entitled to this protection as provided in the 
law. In this regard, the Administrator is in conflict with a decision of the Civil 
Aeronautics Board holding to the contrary. The Administrator has appealed 
the decision of the Civil Aeronautics Board to the United States Court of Appeals 
of the District of Columbia and, in our opinion, is attempting to deny to airmen 
the basic protection which Congress intended to provide for them in including 
this provision in the Civil Aeronautics Act of 1938. We believe that this protec- 
tion is essential to insure that there is a free flow of information in the investi 
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gation of any incidents or accidents in the interest of maximum safety in air 
transportation. It is urged, therefore, that the act be amended in such a manner 
is to clearly spell out the intent of Congress in this regard. 


CIVIL PENALTIES 


S. 308 contains a proposed amendment of section 32 to allow the imposition of 
ivil penalties for violations of sections XII, IV-A and IV. This amendment 
accommodates the desire of the Civil Aeronautics Board for a more flexible 
method of enforcement of the provisions provided in the aforementionel sec- 
tions of the Civil Aeronautics Act. The Board evidently feels that this is a nec- 
essary addition to the administrative and criminal remedies presently available 
to them for economic violations. We agree with the Civil Aeronautics Board that 
it is desirable that a more expeditious method of enforcement is necessary. We 
are mindful of recent instances where certain air carriers have persisted in filing 
unrealistic public schedules misrepresenting to the public their capabilities to 
provide air transportation. Several carriers have persisted in such disregard of 
scheduling requirements in the public interest for well over a year without effec- 
tive enforcement or remedial action being taken by the Board. This has been 
true, either as a result of the reluctance of the Civil Aeronautics Board to enforce 
ts own regulations or the lack, in their opinion, of a realistic means of enforce- 
ment. Under any circumstances, the public has been deluded by public misrepre- 
sentations of flight schedules for more than a year without remedial action. 

On the other hand, we are mindful of the fact that the authority to impose 
ivil penalties results in the ex parte determination of any charges of law viola- 
tion. Such an authority is presently exercised by the Administrator against 
airmen where charges of alleged violations of the Civil Air Regulations are made. 
The individual airman is then faced with the problem of either paying the 
penalty, even though he is convinced that he is innocent of the alleged charges, 
r facing the expense and loss of time entailed in defending a suit brought in 
the Federal courts to enforce the penalty, which suit will probably cost the 
Government and the defendant many times the amount of the penalty. Pilots 
have described this system as an “extortion” method of enforcement. In view 
of the foregoing, we suggest the act be amended in such a manner that the right 
of the Administrator or the Civil Aeronautics Board to impose civil penalties on 
a carrier or airman be established; however, a charge should be brought only 
after a proper screening by the Board to make certain that a violation has 
ecurred, that such violation warrants a penalty, and that the penalty asked is 
realistic. In any event, the carriers and airmen should be afforded equal treat- 
nent by the provisions of the act in this regard. 


AUTHORITY FOR SAFETY MEASURES 


Senate Document No. 163, titled “Aviation Study” prepared for the Committee 
m Interstate and Foreign Commerce, United States Senate, and presented by 
Mr. Bricker on August 20, 1954, proposed an amendment of section 1101 of the 
Civil Aeronautics Act by adding a new subsection (b) to read as follows: 

‘(b) An air carrier, foreign air carrier, air contractor or foreign air contrac- 
tor, through the pilot in command of any aircraft, shall have authority, while an 
aircraft of such carrier or contractor is engaged in air navigation, including the 
time such aircraft is on the ground, to take such action as may in the judgment 
of such officer be reasonably necessary in the interest of safety or the reasonable 

omfort of the passengers and the members of the crew.” 

The explanatory material pointed out that this amendment was urged by the 
air transport industry “to give clear statutory authority to the pilot of an air- 
craft to take such action as is necessary to protect the aircraft passengers and 
crew from dangerous passengers or others, thus placing the officer in charge of 
the aircraft in a status comparable to that of the captain of a ship.” We urge 
that such an amendment be adopted. 

This problem has been a source of concern to the pilots of United States air 
carriers and the pilots of other countries for sometime. The International 
Federation of Air Line Pilots Associations has been active for some years in 
seeking to have the International Civil Aviation Organization clarify and clearly 
establish the authority of the pilot to carry out the responsibilities placed upon 
him. Present civil air regulations specify the responsibility imposed upon an air- 
craft commander and there are contentions that, inherent in the imposition of 
such responsibilities, is the authority with which to carry them out. However, 
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we believe that the amendment proposed is a necessary addition to the act i 
order to provide the necessary authority for the pilot in command to take suc! 
actions as are necessary in the protection of life and property in much the sany 
manner as such authority has historically been given to the captain of a ship at 
sea. 

We greatly appreciate this opportunity to comment on the proposed legisla 
tion and would be happy to furnish any additional information at our disposal 
to aid the members of the committee in reaching a decision on these important 
matters. 


Senator Monronry. The next witness is Mr. W. F. Kinnard, who 
appears on behalf of the Air Line Dispatchers Association, American 
Federation of Labor. 


STATEMENT OF W. F. KINNARD, REPRESENTATIVE OF THE AIR 
LINE DISPATCHERS ASSOCIATION, AMERICAN FEDERATION OF 
LABOR 


Mr. Kinnard, would you come forward ? 

Mr. Krnnarp. Yes, sir. 

Senator Monronry. We appreciate very much your courtesy in com 
ing before the committee and would be glad to have your testimony. 

Mr. Krnnarp. I have a prepared statement I would like to enter in 
the record, and I am having duplicates made for the record also. To 
save time I could put this into the record. 

Senator Monroney. You may read it if you like. 

Mr. Kinnarp. I would like to submit it, Mr. Chairman. 

Senator Monronry. We will be glad to have it. 

(The above-mentioned document is as follows :) 


STATEMENT OF WILLIAM F. KINNARD, AIR LINE DISPATCHERS ASSOCIATION, 
A. F. or L., Concernine S. 308 spy Senator Bricker To AMEND THE Crvi 
AERONAUTICS AcT OF 1938, AS AMENDED 


Mr. CHAIRMAN, AND MEMBERS OF THE COMMITTEE: My name is William F 
Kinnard. I am the Washington representative of the Air Line Dispatchers Asso 
ciation, A. F. of L. I live at 712 South Pitt Street, Alexandria, Va. 

We respectfully submit for your consideration our recommendation that sectior 
48 appearing on page 49 of S. 308, lines 8 to 21, inclusive, be deleted as an amend 
ment to section 201 of the Railway Labor Act. 

We are in agreement with the position taken by our brother labor organiza 
tions representing other airline employee groups who would be seriously dam 
aged by this proposed amendment. 

Many of our members hold positions as supervising aircraft dispatchers. These 
men are chosen from the aircraft dispatcher complement and represent the oldest 
and most experienced men in the field. 

This amendment would not allow them to be included in negotiated labor agree 
ments and would deprive them of protection they deserve and have enjoyed for 
many years. 

In my own case, I am employed full time as senior dispatcher and operations 
eoordinator by Capital Airlines, Inc., at the Washington National Airport. By 
labor contract definition I am the planner of operations. 

While on duty I direct the activities of the entire flight dispatch office. I 
responsibly direct the aircraft dispatchers and coordinate their activities with 
other departments. 

A parallel situation prevails aboard an aircraft in flight, whereby the pilot 
in command supervises the activities of all other crew members. 

While I am the company representative responsible for the overall economic 
aspects of our flight operations during a particular 8-hour period, I am required 
to work schedules rotated weekly between day, afternoon, and night shifts, in 
exactly the same manner as the regular aircraft dispatchers. 

I have referred to my personal position in the industry only. because many 
others are performing exactly the same type of work and would fall into the 
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ategory of those who stand to lose much of that for which they have worked 
for many years, if this amendment prevails. ; 

Now I refer to S. 1119, and specifically to the amendment of March 23, 1955, 
by Senator Magnuson to include ministers of religion in the second sentence of 
the subsection (b) of section 403 of the Civil Aeronautics Act of 1938, as amended. 

We recommend that this section be made to include officials of labor organiza- 
tions representing the various airline employee groups when they are traveling 
on official business. 

In support of this recommendation we call attention to the continuing need 
for harmony in airline labor relations as being in the public interest. Free air 
travel for labor officials will promote such harmony. 

Now I would like to call your attention to a completely different situation 
arising out of the Railway Labor Act, as amended, which causes a serious defect 
in conflict with the Civil Aeronautics Act of 1938. 

I refer specifically to title II of the Railway Labor Act as cited under title IV, 
section 401, paragraph 1, of the Civil Aeronautics Act of 1988. 

The Railway Labor Act as first adopted in title I, had to do with rail trans- 
portation in 1926, which did then and still does, stop at the coast lines. No one 
thought it applicable to scheduled air transportation throughout the world. 
However, when labor relations of scheduled airlines required congressional 
legislation, the Congress added title II to the Railway Labor Act and applied 
the provisions of title I to air transportation labor relations. This was done in 
1936, again when air transportation was in its infancy and nominal in character 
internationally. 

Then in 1938 the Civil Aeronautics Act was enacted by the Congress and 
under that act comprehensive regulations were adopted to provide for economical 
and safe operations of air carriers. The Civil Aeronautics Act required these 
air carriers to comply with the Railway Labor Act and thus the two enactments 
were tied together. 

Included in the Civil Air Regulations as applied to scheduled United States 
air carriers a comprehensive series of regulations provide for a ground control 
officer, known in the regulations as the aircraft dispatcher. This officer is a 
licensed and certificated employee of the air carrier equal in authority to each 
captain or pilot in controlling the origination, continuation, and termination of 
scheduled air carrier flights of United States carriers. 

It must be remembered that the aircraft dispatcher is a creature of the Civil 
Air Regulations. His equal does not exist in the operations of Air France, or 
to the operations of Sabena, BOAC, or other similar international carriers which 
are citizens of countries other than the United States of America. This method 
of operating their flights is different, and flight control on the ground by a licensed 
control operator is not utilized for safety as are the flights of Pan American, 
TWA, Northwest, Colonial, Braniff, etc. 

These regulations require that these aircraft dispatchers be stationed out along 
the lines of the carriers at proper places and in sufficient numbers to ensure 
safety of flight. This has required the stationing of aircraft dispatchers by Pan 
American at Gander, London, Beirut, New Delhi, Hong Kong, Tokyo, and other 
places; and by TWA at Gander, Paris, Rome, Cairo, and other places; and by 
Northwest at Tokyo; and by Braniff at Lima, Rio, and Buenos Aires. 

Historically, the National Mediation Board, which is the board that enforces 
and applies the Railway Labor Act has ruled that Pan American, for example, 
represents one single unit throughout the world for the designation of labor 
classes or crafts and as provided by the Railway Labor Act. The Board, how 
ever, had ruled that it cannot enforce section 2 ninth (representation provisions) 
by taking mail ballots from any employees stationed at the particular time in 
question, outside the Continental United States, its Territories and possessions. 

Until 1947 the problem did not arise, but at that time an Assistant Attorney 
General issued an opinion to the National Mediation Board holding that the 
geographical limits of the Board’s jurisdiction coincided with the United States, 
its Territories and possessions, based on the construction of the original title 
I of the Railway Labor Act, and this in spite of the fact that United States 
chartered airlines have extended air commerce throughout the world. 

This created extreme confusion in the Air Line Dispatchers Association, which 
is the only labor organization representing aircraft dispatchers, and which has 
contracts with Pan American, TWA, Northwest and others. 

The aircraft dispatchers employed by Pan American Grace Airways, commonly 
known as Panagra, sought to join the Association. The Company refused to 
recognize Air Line Dispatchers Association as the bargaining representative and 
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the National Mediation Board dismissed the proceeding under section 2 ninth of 
the Railway Labor Act. Thé association appealed to the courts seeking a realisti: 
interpretation of the statute. The District Court of the District of Columbia dis 
missed the case as being beyond its jurisdiction. The Court of Appeals for t! 
District of Columbia held on appeal, that the courts had jurisdiction but that th 
board had rightly interpreted the Railway Labor Act and limited its geographica 
authority to territory no broader than the original Railway Labor Act of 1926 
which covered the railroads. The Supreme Court refused certiorari. The Court 
of Appeals opinion is 189 Fed. 2d 685. 

We then sought to amend the Railway Labor Act as the court’s opinion pra: 
tically suggested it. We have already secured the cooperation of other A. F. of L 
unions having an interest in our effort and we have the full cooperation of labor 
organizations representing the pilots and other crew members. 

We do not mean to apply United States labor law to groups of native employees 
hired in foreign countries and working for our airlines. We do not intend to 
apply it at all to foreign air carriers: The Pilots Association is strong enough to 
keep and maintain its working agreements with Panagra, Pan American, TWA, 
etc. and no foreign national pilots fly these planes.. Some of the airlines theo 
retically base all of their pilots inside the United States no matter how long 
they stay abroad. Our dispatchers are being transferred back and forth from 
the United States and foreign countries on the usual limited assignment plan of 
these airlines. A great majority of these men are United States citizens because 
of the nature of their work requiring close cooperation and personal relation 
ship with the flight crews and since most airlines have found it impossible to 
successfully train foreign nationals for these important positions. Perhaps be- 
tween 100 and 150 men in total number is all that is involved with the aircraft 
dispatchers. 

For example, referring to Pan American, it would be impossible to make a labor 
agreement under English law to cover 7 dispatchers at London; to make one 
under Indian law to cover 4 dispatchers at New Delhi; or to make one under 
Japanese law to cover 5 at Tokyo, particularly since our National Mediation 
Board has ruled that the entire company is a single unit. 

We could not legally discriminate between nationalities in labor groups, eithe: 
here or abroad. 

The fundamental situation is that the airlines are subsidized and supported 
with taxpayers’ money. They employ United States citizens for their key posi- 
tions abroad and then return them periodically. No practical legislation exists 
permitting effective labor relations between our groups and these companies ex- 
cept by the strong economic force of shutting the airline down to force negotia- 
tion of practical contracts. This we have avoided although it has been at times 
a tempting solution for us. 

In conclusion we respectfully request strengthening of the Civil Aeronautics 
Act to require United States scheduled air carriers to comply not only with the 
Railway Labor Act, but to also include employee groups of flight crews and 
aircraft dispatchers wherever they may be stationed throughout the world. 


Senator Monroney. I have a request from Mr. Hartman Barber, 
general representative of the Brotherhood of Railway and Steamship 
Clerks, who wishes to file a statement in behalf of the Brotherhood 
and asks for time to file. 

We will be glad to receive it if it is filed within the next 10 days. 

(The above-mentioned statement follows :) 


STATEMENT OF BROTHERHOOD OF RAILWAY AND STEAMSHIP CLERKS, FREIGHT 
HANDLERS, EXPRESS AND STATION EMPLOYEES ON §S. 308 ANp S. 1119 


This statement by the Brotherhood of Railway and Steamship Clerks, Freight 
Handlers, Express and Station Employees is directed only to the provision of 
section 48 of S. 308, which proposes certain amendments to the Railway Labor 
Act as follows: 

“Seo. 48. Section 201 of the Railway Labor Act (U. S. C., 1940 edition, title 
45, sec. 181) is amended by inserting after the word ‘common’ the phrase ‘or 
contract’; by inserting at the end of such section a colon and the following 
proviso: ‘Provided, That the terms “employee” or “subordinate official” shall 
not include any individual having authority, in the interest of a carrier or con- 
tractor, to hire, transfer, suspend, lay off, recall, promote, discharge, assign, 
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reward, or discipline other employees, or responsibly to direct them, or to 
adjust their grievances, or effectively to recommend such action if, in connec- 
tion with the foregoing, the exercise of such authority is not of a merely rou- 
tine or clerical nature, but requires the use of independent judgment.’ ” 

This provision is not contained in S. 1119. 

The Brotherhood is the lawful collective bargaining representative under the 
Railway Labor Act for approximately 10,000 employees embraced within the 
categories of clerical, office, stores, fleet, and passenger service employment 

m 5 major trunkline air carriers and 2 other aviation companies. The air 
carriers involved are Braniff Airways, Capital Airlines, Northwest Airlines, 
Pan American World Airways, and Western Air Lines. The Brotherhood also 
represents employees of Air Cargo, a ground service corporation jointly owned 
by air carriers, and Allied Aviation. This representation is governed by and 
performed within the framework of the provisions of the Railway Labor Act 
which is made applicable to common carriers by air engaged in interstate and 
foreign commerce by title II, section 201 thereof. The Brotherhood therefore 
has a vital and substantial interest in any proposal to amend the Railway Labor 
Act. The Brotherhood appreciates this opportunity to make its views known to 
the committee on the proposed amendment. 

Section 48 of S. 308, if enacted into law, would affect the application of the 
Railway Labor Act to the air transport industry in two ways. (1) It would 
extend the coverage of the act which is now limited to common carriers by air 
to include “contract” carriers by air; and (2) It would restrict the coverage 
of the act so as not to include a large class of employees doing other than routine 
work. The primary interest of the Brotherhood is in the second part of the 
proposed amendment, which it must strongly oppose on the grounds set forth 
below. 

The apparent purpose of the restrictive proposal in section 48 is to eliminate 
so-called supervisory personnel from the scope of the Railway Labor Act. We 
respectfully submit that no showing has been made which would warrant inter- 
ference with and restriction of the present definition of “employees” covered by 
the Railway Labor Act which has existed for nearly three decades. 

The definition of the term “employee” for the purpose of specifying the cover- 
age of the Railway Labor Act is derived from section 1, fifth thereof (151 
U.S. CG. A. 5th) which reads as follows : 

“Fifth. The term ‘employee’ as used herein includes every person in the serv- 
ice of a carrier (subject to its continuing authority to supervise and direct the 
manner of rendition of his service) who performs any work defined as that of an 
employee or subordinate official in the orders of the Interstate Commerce Com- 
mission now in effect, and as the same may be amended or interpreted by orders 
hereafter entered by the Commission pursuant to the authority which is hereby 
conferred upon it to enter orders amending or interpreting such existing orders: 
Provided, however, That no occupational classification made by order of the Inter- 
state Commerce Commission shall be construed to define the crafts according 
to which railway employees may be organized by their voluntary action, nor 
shall the jurisdiction or powers of such employee organizations be regarded as 
in any way limited or defined by the provisions of this act or by the orders of the 
Commission. 

“The term ‘employee’ shall not include any individual while such individual 
is engaged in the physical operations consisting of the mining of coal, the prepara- 
tion of coal, the handling (other than movement by rail with standard railroad 
locomotives) of coal not beyond the mine tipple, or the loading of coal at the 
tipple.” 

This definition was continued in pertinent part by the provisions of sections 
201 and 202 of the Railway Labor Act which extend the applicability of that act 
to airline operations. The distinction provided by these definitions is not be- 
tween supervisory and nonsupervisory employees, as suggested by the proposed 
amendment, but between executives and officials on the one hand and subordinate 
officials on the other hand. Persons in the latter category are included within 
the coverage of the act. 

The inclusion of subordinate officials (including supervisory personnel) along 
with other carrier employees in procedures for the settlement of labor disputes 
involving rail carriers dates back to the Transportation Act of 1920 (41 Stat. 
457). That statute provided an early framework for the settlement of such 
disputes and section 300 (5) thereof treated subordinate officials as employees 
for the purpose of the statute. This definition was taken over in section 1 of the 
original Railway Labor Act which came into effect May 20, 1926 (44. Stat. 577) 





CIVIL AERONAUTICS ACT AMENDMENTS OF 1955 


and has been continued unchanged through other revisions of the statute during 
the past 30 years. The definition was made applicable to the airlines when the 
Railway Labor Act was extended in 1936 to cover employee-management rel: 
tions in the air transport industry (49 Stat. 1189). 

This definition as well as the other basic provisions of the Railway Labor Act 
was developed in a joint conference between representatives of the principa 
rail carriers and laber organizations involved and was submitted to the Congress 
as a joint management-labor proposal. 

There thus exists a situation in which labor-management relations in trans 
portation have been built up over a period of 35 years upon the basis that sub 
ordinate officials (including supervisory personnel) are to be treated as employees 
for the purposes of the Railway Labor Act. Countless agreements have been 
signed, and scores of mediations and arbitrations have been successfully con 
ducted on that basis. During nearly 20 of those years the air transport industry 
has successfully functioned under the Railway Labor Act as it now stands. I: 
these circumstances a basic change of the kind proposed should be made, if at 
all, only upon the basis of the strongest kind of showing. Nor should it be made 
as an incidental part of legislation which in large measure concerns itself with 
the regulation of the economic and safety aspects of air transportation but only 
after full consideration of the operation of the Railway Labor Act with hearings 
devoted solely to that purpose. 

It has been suggested that the existing stable situation should be changed 
because the present coverage of the Railway Labor Act creates administrative 
and disciplinary problems for the airlines and because the Labor Management 
Relations Act of 1947 attempts to draw a distinction between supervisory and 
nonsupervisory personnel. 

The problem for the airlines is asserted to flow from the fact that a person 
may be represented by a labor organization who at the same time is a company 
representative at a station or in a shop, thus giving rise to a divided loyalty o1 
interest. It is therefore argued that such an employee should be deprived of his 
long standing rights under the Railway Labor Act. In Packard Motor Co. \ 
National Labor Relations Board, 330 U. S. 485 (1947), the United States Supreme 
Court characterized this argument as follows: 

“There is nothing new in this argument. It is rooted in the misconception 
that because the employer has the right to wholehearted loyalty in the perform 
ance of the contract of employment, the employee does not have the right to 
protect his independent and adverse interest in the terms of the contract itself 
and the conditions of work,” (p. 490). 

Moreover, the Railway Labor Act specifically protects the authority of the 
carrier with respect to its personnel as it makes the act applicable to carrier 
employees only “subject to its (i. e. the carrier’s) continuing authority to super 
vise and direct the manner of rendition of his service.” 

The fact that the matter has been treated differently in the industrial, non 
transportation field by the Labor Management Relations Act is not only of 
little value as a precedent here, but indeed an argument against the proposed 
amendment. The handling of labor-management relations in the transportation 
field has long been recognized as requiring special treatment and procedures 
different from those applied to industry in general. It is for this reason that 
railway and airline labor-management problems have continued to be covered 
by a separate statute which differs in many vital respects from the National 
Labor Relations Act, as amended by the Labor Management Relations Act 
The emphasis in the Railway Labor Act is on voluntary procedures, while the 
emphasis in the National Labor Relations Act is on compulsory decision of labor 
issues by a Government agency. This difference is strongly indicative of a 
greater maturity in labor relations in the transportation field, with less of acri 
monious strife and sharply divided loyalties than may be experienced in other 
areas of activity. When the air transport industry was beginning its great 
expansion in the 1930's, Congress believed that its labor situation and the prob- 
lems thereof were more closely akin to those existing in the railroad field than 
in the industrial field and so placed airline labor-management relations under 
the Railway Labor Act. The wisdom of this choice is evidenced by two decades 
of harmonious labor-management relations in the air transport industry during 
which period the industry has experienced a minimum of labor difficulties and a 
phenomenal growth which continues at an accelerated pace. The proponents of 
section 48 would now borrow from other fields where strife has been much 
greater than in the air transport industry. This, in our opinion, would represent 
a backward step rather than progress in airline labor-management relations. 
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Finally, since the proposed amendment is only to section 201, it would give 
rise to a precedent of separating the airline industry from the railroads and 
giving the two industries different treatment within the framework of the Rail- 
way Labor Act. This can only lead to confusion and disruption of stable labor- 
management relations. Organizations such as the Brotherhood represent em 
ployees in both the rail and air transport fields. Such representation is governed 
by one statute with the same basic features. If this 1 statute is now in substance 
to be split in 2, the advantages of uniformity disappear. If, on the other hand, 
a proposal such as the present one is to lead to a revision of the coverage of 
the statute in both the rail and the air transport field, it clearly gives rise to 
problems of such scope that it should be considered only as a separate piece of 
legislation after full hearings and eonsideration with respect thereto 

Senator Monronry. The next witness is Mr. Ramsay Potts, presi- 
dent of the Inde ‘pende nt Military Air Tr ansport Association. 

You may proceed, Mr. Potts. We appreciate your coming before 
the committee and giving us the benefit of your views. 


STATEMENT OF RAMSAY POTTS, PRESIDENT, INDEPENDENT 
MILITARY AIR TRANSPORT ASSOCIATION 


Mr. Porrs. Mr. Chairman and members of the committee, I greatly 
- preciate this opportunity to come here and make a statement on 
behalf of our member carriers. 

I have just come back from a week in Nevada where I participated 
in Operation Miss Cue. We went out into the desert 4 times early 
in the morning and 4 times we had to come back; but the exercise did 
impress one thing on me, and that is that if we have an atomic war 
or a hydrogen war, We are certainly going to need the airlift resources 
of all of the carriers in this country, both to conduct the war and to 


help 1 nh any emergency conduct of f aiding cities In distress, speeding 


supplies to vital points, and so on. 

[ represent and speak for the member carriers of the Independent 
Military Air Transport Association, otherwise known as IMATA. 
We appreciate the opportunity to present our views on 8. 1119, intro 
duced by Senator Magnuson, and S. 308, introduced by Senator 
Bricker. 

We believe that these bills contain desirable features but that addi 
tional amendment is needed to achieve the goal of a stable but dy 
namic air transportation industry that can serve the best interest ot 
our commerce and national defense. 

With the lapse of time and with changing conditions in the econom) 
and the air transportation industry, the basic act of 1938 naturally 
requires continuing amendment. We believe these changing cond! 
tions can be met by the amendment process rather than by a complete 
rewriting of the act, but since the proposed amendments create ain 
essentially new status for the independent carriers, our member 
have more than a normal industry interest in this legislation. 

The member carriers of our association are as follows: Aerovia: 
Sud Americana, Inc., St. Petersburg, Fla.; All American Airways, 
Inc.. Miami, Fla.: American Air Export and Import Co., Miami, 
Fla.; American Flyers Airline Ae Fort Worth, Tex.; Associated 
Air Transport, mes Miami, Fla.: ; California Eastern Airways, Inc.. 
Oakland, Calif. : Capitol Airways, Inc., Nashville, Tenn.; the Flying 
Tiger ae Inc.. Burbank, Calif.; Overseas National Airways, 
Oakland, Calif.: Purdue Aeronautics Corporation, Lafayette, Ind 
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Seaboard and Western Air Lines, Inc., New York, N. Y.; Slick Air 
ways, Inc., Burbank, Calif.; Trans-Caribbean Airways, Inc., Trans 
ocean Air Lines, Oakland, Calif. 

You will note that this list of carriers contains the principal all 

cargo carriers who have pioneered and developed the air-freight 
business in this country and those large irregular air carriers who 
have made such notable contributions to ‘the de fense effort since World 
War II and during and since the Korean war. 

Perhaps the best way to summarize the status and contribution of 
these carriers is to quote from a recent ICC ~xaminer’s report. This 
is from the report of Examiner Burton Futler, ICC Docket No. 31451, 
in a hearing in a case which has just been cone luded insofar as the hear 

ing before “the examiner is concerned. And on the basis of all the 
evidence before him, he made his findings in part as follows: 

Irregular and independent air carriers of the class represented by the asso 
ciation came into being shortly after the end of World War II. They repre 
sent standby value for time of emergency, and also in day-to-day continuing sery 
ice for the Department of Defense in time of peace. 

One of the association members supplied the air logistics in the carriage of 
personnel and supplies to Greece to implement the Truman or Marshall plan aid 
to Greece. 

That was in 1947. 

Members of the association flew a substantial amount of flights in the Berlin 
airlift. One of the member carriers lifted 37 percent of the total material across 
the Atlantic in 68 flights, together with a total of 77 shuttle flights between 
Berlin and Frankfort. 

Members of the association were the first carriers to devote planes, equipment, 
personnel, and facilities to the Korean airlift. During the first 39 months of 
the Korean airlift, five of the member airlines accounted for approximately 55 


percent of the total ton-miles performed by ail commercial contractors, amount 
ing to 752 million ton-miles of high priority freight. 


That was in the early stages. In the latter stages the military were 
able to take over for themselves. 


In addition to the movement of group military passenger personnel in the 
domestic field, association members have conducted substantial charter and con- 
tract cargo operations for the military establishments. From 1950 to 1952, one 
of them— 


Slick Airways— 
and from 1952 to 1954, another— 
Flying Tiger Air Lines— 


conducted a contract cargo charter air service for the Navy Department, during 
which period over 13 tons per day were moved over a 3,200-mile route from 
the New York area via Philadelphia, Washington, Norfolk, San Diego, and Los 
Angeles. During the period involved, more than 52 million ton-miles were 
operated. 

One of the members has been operating an average of 5 aircraft under a con 
tract with the Air Force for the movement of high priority freight, primarily 
jet engines, between Texas and California, operating an average of 9 million 
ton-miles per year. Since April 1954, another of the members has been operat- 
ing a similar cargo contract service for the Air Force, amounting to close to 
17 million ton-miles per year. 


Senator Monronry. Is it not a fact that the air logistics are 
planning to turn over much of the flying and transport of high prior- 
ity parts and freight to private contract carriers? 
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Mr. Porrs. Since this report of the examiner, the Air Force has 

naugurated an overseas jet-engine lift to shorten up the pipeline and 
to prevent having to stock a large inventory of jet engines. 

They figure that will result in a considerable saving, and three of 
the member carriers of our association have been awarded those con- 
tracts. Its first increment for the 3 months ending June 30 has not 
been very large, but if it works out as they expect that it will, they 

ntend to enlarge the engine airlift; and we expect that three of our 
members will be engaged in that. 

In addition to that, these domestic airlifts of engines and critical 
parts between bases and depots and the same two carriers who have 
performed so well have had their contracts extended for that. 

Those two carriers are American Air Export and Import Co. in 
Miami and Capitol Airways in Nashville, Tenn. 

In addition to the achievements of the IMATA members summarized 
by ICC Examiner Fuller, IMATA carriers have developed an exten- 
sive freight service across the North Atlantic, have been moving criti- 
cal supplies, dependents, and troops to Europe, North Africa, and 
the Far East, have been supporting the build-up of the DEW line 
radar screen project in northern Canada, and have provided airlift 
for the relief of Haiti following Hurricane Hazel and for the emer- 
gency movement of food to Iceland made necessary by the general 
strike now in progress there. 

The carrier who has built up this service across the northern At- 
lantic is Seaboard and Western. They have been recommended by 
the Civil Aeronautics Board for a Trans-Atlantic cargo certificate, we 
are told, but action on that certificate has been held up in the White 
House for a considerable time. 

These are only a portion of the airlift activities of the IMATA mem- 
ber carriers and are summarized to indicate the variety of services be- 
ing performed by these carriers and the worldwide geographic scope 
of their movements. 

In performing these operations in 1954 the member carriers op- 
erated a total fleet of 101 aircraft, of which 34 were 4-engine and 
67 were twin-engine planes. Thirty of these 4-engine planes are com- 
mitted to the Civil Reserve Air Fleet, and in the event needed all of 
the remaining twin- and 4-engine planes in the combined fleet would 
be made available for the defense effort. 

They are actually engaged in very large measures in the defense 
effort now when needed. 

In terms of volume the member carriers operated a total of 
117,929,386 ton-miles and 557,957,100 passenger-miles. 

Although all of the amendments proposed by Senator Magnuson 
and Senator Bricker would to a greater or lesser degree affect one or 
more of the member carriers of our association, I shall confine my ree- 
ommendations to, and focus my statement on, those proposed amend- 
ments which are of most vital concern to us. 

The first topic I would like to discuss is the new class of supple- 
mental service air carrier. One of the amendments proposed by Sen- 
ator Magnuson to S. 1119 provides for the issuance by the Civil Aero- 
nauties Board of supplemental service certificates. 

This class of carrier is defined, and the Board is empowered to in- 
clude in such certicate “such terms, conditions, and limitations as are 
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necessary to define the type and extent of the supplemental service au 


thorized by such certificate * * * 


We feel that under the present act the Board is already empowered 
to issue such certificates whether they be called by this name or a 
other, but because there is doubt on the point we favor the enactment 
of this amendment. 

The award of such certificates will not in itself solve the problen 
faced by the independent air carrier, but it would give those carriers 
granted such certificates a more assured status in the industry, afford 
greater protection to investments already made, and provide a Govern 
ment-franchised type of operation from which expansion into other 
fields could take place as the need developed. 

One of the principal types of service regarded by the CAB and 
Government spokesmen as being supplemented is charter service for 
both passengers and cargo. 

This type of service has been rendered both to Government agencies 
and the public by the independent carriers ever since World War II, 
but the full potential of the charter market has never been realized, 
and unless realized will not provide sufficient market base to support 
the operations of strong and financially healthy carriers. 

We believe that in order for this market to be developed and in 
order for the independent carriers who develop it to be protected, two 
further amendments should be made to the bills now under consider 
ation which would provide as follows: 

(1) A grant of authority to the independent carriers to operate a 
charter clearinghouse so that the charter requirements of organiza- 
tions and groups could be matched against the available equipment of 
the participating members in such a clearinghouse. 

Our association has been operating such a clearinghouse for the 
military services for the past 3 years under the trade-mark name of Air 
Exchange. The Air Exchange has been a notable success in meeting 
the military requirement for charter airlift and would, we believe, 
serve an equally important role in servicing the commercial charter 
market. 

We are making available to the committee the results of a market 
survey conducted last year which demonstrated the need for, and de 
sirability of, our Air Exchange. 

Mr. Chairman, I would like to request that that summary of that 
survey be included in the record. 

Senator Monroney. About how long is it ? 

_ Mr. Porrs. It is about eight double-spaced typewritten pages. It 
Is a summary of the survey conducted by an independent economics 
professor at Carnegie Tech. 

Senator Monronry. Without objection, it will be included in the 
record, 

(The above-mentioned document will be included in the record 
upon its submission to the committee. ) 
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(Docket No. 6580, Commercial Charter Resolutions Case, IMATA Exhibit No. 19) 


SUMMARY OF RESULTS OF SURVEY CONDUCTED IN OCTOBER 1954 BY THE INDEPENDENT 
Minirary AIR TRANSPORT ASSOCIATION THROUGH QUESTIONNAIRE ADDRESSED TO 
USERS AND POTENTIAL USERS OF CHARTER AIRCRAFT 


(Prepared by Harold H. Wein, associate professor of economics, 
Carnegie Institute of Technology ) 


Questionnaires were sent to 3 groups in each of the 48 States: (a) Colleges 
and universities; (0) industrial companies; (c) associations. Significant po 
tential charterers not surveyed by this questionnaire are professional athletic 
clubs; musical, dramatic, dance, and other entertainment groups; real estate, 
agricultural, transportation, and construction companies; preparatory schools, 
high schools, and junior colleges ; and Government agencies. 

Of a total of 1,801 questionnaires, 644 were completed and returned, for an 
overall response of approximately 36 percent—considerably higher than the usual 
response to mail questionnaires. Such response, in my opinion, indicates con 
siderable interest in the matter which is being surveyed. 

Following is a breakdown of replies as of December 1, 1954: 


Total Colleges Industry Associations 
Questionnaires sent 1, 801 415 907 489 
Questionnaires answered - 644 206 282 | 149 
Response percent 36. 0 49.7 31.1 | 30. 5 


Reasons for chartering aircraft rather than using common carrier air service, 
as mentioned by most colleges, is principally, the ability to schedule arrival 
and departure times. This factor was listed by 82 percent of the respondent 
colleges who had chartered aircraft. It was also the most important reason 
given by the industrials, being listed by 57 percent of this respondent group. 
The unavailability of scheduled aircraft at points of origin and destination, or 
the inconvenient points of origin and destination of scheduled aircraft operat 
ing over fixed routes, was as important for industrials as was ability to schedule 
departure and arrival (57 percent). It was considerably less important, how 
ever, for colleges (32 percent), and associations (33 percent). 

The desire to have individuals travel together in groups was mentioned by 79 
percent of the replying colleges and was the most important factor for associa 
tions (67 percent). It was also the third most important reason mentioned by 
industrials (37 percent). 

The ability to obtain chartered aircraft for passengers and freight at a lower 
price than common carrier air transportation was the fourth most important 
reason for colleges (45 percent), the third for associations (50 percent), and 
the fifth for industrials (19 percent). The significance of the price advantage 
of chartered aircraft is greater than this indicates since the ability .o carry more 
luggage, equipment, and cargo together with personnel at no extra cost was men- 
tioned by 51 percent of the colleges and by 33 percent of the associations. This 
was a minor factor, however, for the industrials (8.3 percent). 

The alternatives to chartered air transportation show a pattern of answers 
consistent with the reasons for chartering aircraft. Colleges show a concen 
trated pattern in their substitute for air charter. Approximately 78 percent 
would choose surface transportation, predominantly bus or rail, since these al 
low travel by groups. Oaly 21 percent would use scheduled air as alternate 
means of transportation. Virtually none would cancel or postpone their trip. 
Industrials and associations, which show wider variety of reasons for charter 
ing, would use scheduled air transportation to a greater extent than colleges if 
chartered aircraft were unavailable. However, 11 percent of the industrials 
would cancel or postpone their trips if air charter were unavailable, and 36 
percent would use surface transportation. Associations, the smaliest relative 
users of air charter would, in slightly over half the cases, use scheduled air 
transportation. 

The purposes of colleges in chartering aircraft is overwhelmingly for the trans- 
portation of athletic teams, predominantly football and basketball teams. Ninety 
percent of the respondents gave this as their answer. The other 10 percent listed 
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meetings, such as the transportation of glee clubs and speaking engagements 
Similarly, the preponderant reason given by associations is to attend conventions 
For industrial companies, normal company business accounted for 42 percent, 
emergency travel for 38 percent and the balance for conventions, meetings, 01 
other purposes 

The ability to forecast need for chartered aircraft is very high for colleges and 
associations ; it is very low for industrial companies. 

Difficulty in obtaining aircraft for charter: On the basis of common sense, it 
would be reasonable to suppose that those who can foresee their requirements for 
chartered aircraft as much as four weeks in advance should have little difficulty 
in obtaining an airplane. On the basis of the answers to the questionnaire, how- 
ever, this does not appear to be true. As the survey reveals, there is considerable 
difficulty in obtaining aircraft for charter—especially as experienced by colleges 
and associations, almost half of which have failed on at least one occasion, to find 
an aircraft available for chrter. Industrial companies have also experienced diffi- 
culty ; approximately 1 out of every 7 companies which have previously chartered 
has also failed 1 or more other times to obtain an airplane when it required 1. 

Three major reasons for difficulty in obtaining aircraft for charter are also re- 
vealed in the questionnaire. In order of importance these reasons are: 

(a) Unavailability of any type of aircraft ; 
(b) Excessive price; 
(c) Unsuitability of available aircraft (i. e., either too large or too small) 

Other factors, such as reliability of airline, insurance coverage, executive facil- 
ities, pressurization, and speed, were of trivial importance in failure to charter. 

In assessing the market for air charter it is important to know the reasons 
listed by the groups which did not charter aircraft. The IMATA survey attempts 
to distinguish the noncharterer which has no need for a whole aircraft from the 
one which may have such a need but either meets it through other means, such 
as company-owned aircraft or which has experienced chartering difficulties not 
connected with need. The air charter market consists of those organizations 
which need the service provided by air charter. We can approximate the num- 
ber in that market by adding to those which have chartered, those others which 
have not—but which need this type of service. Those which have no need for air 
charter are therefore a smaller group than is indicated by the number of 
respondents which have not chartered during the past 2 years. 

The conversion of potential charterers into actual charterers depends upon 
many things. Those companies which do not use chartered aircraft because of 
possession of their own aircraft may switch to charter if profits decline or as the 
tax structure changes.’ It is clear that among the most important factors are 
a lower charter price, more available aircraft, and more suitable aircraft. The 
most important element involved in reducing the price of charter, of course, is 
reducing the amount of ferry mileage. More information about the possibility 
of charter, and facilitating the mechanism of arranging charters would have 
significant effect for increasing use, particularly among associations. 

Among associations and industrials, potential charterers exceed those presently 
using air charter. For the 3 groups as a whole the potential users almost 
equal the actual users, amounting to approximately 90 percent of the using group. 

In summary, the proportion of respondents who have chartered at least 1 
aircraft during the last 2 years to those which have not is indicated in this table: 


[Percent] 


Colleges Industrial Associations 


Have chartered aircraft 41.8 | 18.4 8.1 
(a) Within continental United States ‘ 94. 6 84.0 89.0 
(6) Exclusively in foreign countries 0 | 2.0 0 
(c) Between United States of America and foreign coun- } 
tries or overseas possessions hil 5.4 
| 
| 


14.0 | 11.0 
Have not chartered aircraft . 58.2 


81.6 91.9 


The respondents’ many requests for information about sizes and types of air- 
craft available for charter is also indicative of existence of an actual need or 
a possible need. Experience reveals, however, that there is a group of people 


2That ownership of company aircraft is no necessary bar to chartering aircraft is 
revealed by the fact that of the 45 industrial companies who chartered, 20 own company 
aircraft as well. The aircraft owners charter more than the nonaircraft owners—about 
30 percent, compared to 18 percent. 
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ttered at random through the population—embracing even traffic agents 
ho like to receive information, simply to add to their collection, even about so 

chnical a matter as sizes and types of aircraft sentiahis for hire. The IMATA 

rvey recognizes, therefore, that many respondents who replied favorably but 
ssively to its offer to forward detailed information do not actually have a need 

chartering aireraft. The answers do reveal, however, that 
arket for charter is considerably larger than is reve 
the last 2 years. 

Colleges and associations charter almost exclusively, and companies in lesser 
proportion but still primarily, for passenger use. Although the ability of 
hartered aircraft to carry both passengers and equipment is important, no 
espondent college or association has ever chartered an aircraft for the exclusive 
arriage of cargo. Occasionally, however, an industrial company requires the 
harter of an aircraft for cargo use over an extended period of time. One com- 
pany, for example, has chartered one aircraft continually for the movement of 

go on a round-trip basis between the west coast and the Midwest. The size 

’ this market is difficult to appraise. I know from personal experience that it 

significant, both for military and commercial users. 

The type of equipment required is predominantiy passenger-carrying 
sarily of a wide variation in capacity. 

It is clear, therefore, that a variety of equipment is necessary to satisfy the 
requirements of the charter market; the range is, perhaps, from single-engine 
to four-engine types. The bulk of college demand is for four-engine and large 
twin-engine equipment. The bulk of industrial demand is for twin-engine, al- 


though. over 20 pereent appears to be for single-engine or small twin-engine 
planes. 


the potential 
tiled by the actual users 


, but neces- 


The charter market also shows a large seasonal pattern, which differs between 
sroups. Data reported by associations is too limited, however, to be reliable. 
The actual average number of charter trips per user varies 
per year per charterer for colleges and industrial companies. 
those comparatively few companies which charter continuously. 

Conclusions : What bearing have the facts revealed by the IMATA Survey on 
the advisability of a clearing-house arrangement for commercial air charter? 
I think there is much data of significance. 

The portions of the survey which relate to the difficulty in obtaining aircraft 
for charter use, and the reasons therefore, point clearly to the advantages of a 

clearing-house arrangement. Almost half the colleges and associations which 
have used chartered aircraft have been unable at some time to obtain aircraft. 
Thirteen percent of industrial companies have, in at least one instance apiece, 
also failed to procure aircraft. This is a considerable market which obviously 
s not being served as well as it might. 

The three basic reasons for failure as shown by the survey (unavailability, 
excessive price, and unsuitability) are factors which in large part could be 
eliminated by the coordinating service provided by an air exchange. The variety 
of equipment required to satisfy the charter market, the seasonality of demand, 
and the geographic scatter of requirements combine to make it difficult for single 
carriers—even very large ones—to fill the requirements of a charter market. 

By bringing together information on availability of aircraft and aircraft 
requirements into one coordinating group, the matching of supply and demand 
is facilitated with consequent improvement in service and elimination of much 
ferry mileage and waiting time. It is also quite likely that reductions in ferry 
mileage for military charter would occur if one coordinating group could serve 
both military and commercial charter requirements. 

If we extend the percentages of those using charter and the average number 
of trips per user per year for colleges and industrials, to the total number of 
colleges: and industrial companies, an idea of the magnitude of the charter 
market is revealed. It is not necessary that these figures be precise. Indeed, 
even if they were only half as large, the charter market would be of sufficient 
size to justify an organized effort to serve it efficiently. 

Such an extension of the IMATA Survey to the total market, for colleges and 
industrials alone, would be as follows 


Total number of colleges_ bos 1, 851? 
2 Total using charter (195: 54) (185 51 x 41 2)__ ecidaatetachy ale 763 
3. Total number of trips (1953) : ren Spas cis. 
Total number of trips (1954)________ ae ee bas mn ty OO 


4. Total potential charter trips per year__- ee 


1 Edueation Directory, 1953-54, pt. 3, Higher Education, U. S. Department of Health, 
Education, and Welfare. 


from 5 to 7 times 
Not included are 
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INDUSTRIALS 


5. Total number of industrials: (1954) 13, 000 
6. Total using charter (1953-54) : = 4, 201 
7. Total number of trips: 1953 = = Scan) eee 

1954 ‘ ind « ae 
8. Total potential charter trips per year a 14, 627 

Finally, it is important to reemphasize that large groups of charter users hay 
not been included in this survey. There are many professional athletic teams 
junior colleges, preparatory schools, entertainment groups, civil agencies of 
Government, industrial groups such as banking, insurance, utilities, steamship 
railroad, real estate, and others—which undoubtedly use charter and represent 
an additional and untapped market. 

Mr. Porrs. The second amendment. is: For elimination of the last 
sentence of section 401 (f) of the present act which reads: 

Any air carrier may make charter trips or perform any other special service 
without regard to the points named in its certificate, under regulations prescribed 
by the authority ; 
and would further require air carriers eligible for carriage of mail and 
subsidy to obtain charter authority in just the same way a carrie! 
would be required to do under the proposed supplemental servic 
certificate. 

It. does not seem fair or desirable for the protected, established car 
riers to be able, at will, to invade the province of the independent cai 
riers who will be struggling so hard to make a success out of charte: 
sery ice. 

I think that if our carriers should be required to make some showing 
that there is a need for the service, that it would be only fair if they 
developed the charter field, that carriers who are not active, or which, 
by seeing a good thing after it is developed, should not be allowed to 
come in willy-nilly. 

The recently concluded hearings in the ACTA-IMATA Commercial 
Charter Exe hange Investigation demonstrated that the charter busi 
hess is unimportant to and an insignificant part of the revenues of. 
the certificated trunk passenger carriers. 

American Airlines, for instance, did something like $65,000 in com 
mercial charter business in 1954, and they sold to one of our members 
the only airplane that they had which was engaged exclusively in 
charter service. 

The next topic is exemption power of the Board. Section 416 (b) 
of the Civil Aeronautics Act now authorizes the Board to exempt an 
air carrier from any provision of title LV if it finds that enforcement 
of the provision is, or would be, an undue burden on the carrier and is 
not in the public interest. 

Section 20 of S. 1119 and section 23 of S. 308 would substantially 
curtail the exemption power possessed by the Board under section 41! 
(b). 

We believe that the exemption power of the Board has made possible 
the inauguration of many supplemental, experimental, and other spe 
cialized types of service which would not have been inaugurated if it 
had first been necessary to go through hearing and obtain certification. 

The result has been a stronger. better integrated, and more flexible 
air-transportation system, This flexibility is required in this age of 
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rapidly advancing technology and in the face of the urgent need for 
is to stay ahead of Soviet Russia in every field of aviation. 

In hearings on S, 2647 on June 1, 1954, Chairman Gurney of the 
Civil Aeronautics Board pointed out to the Senate Interstate and 
Foreign Commerce Committee that : 

Part 295 of the Board’s Economic Regulations, adopted in 1947, upened the 
way for experimental scheduled all-freight services by certain noncertified 
arriers. - After the experience of 2 or 3 years some of these carriers were duly 
ertificated and now hold certificates of public convenience and necessity, au- 
thorizing them to engage in freigh-only operations. It is quite probable that had 
not the service been tested by means of an experimental period, there may not 
have been sufficient evidence to warrant a finding of public convenience and 
necessity for this type of operation. A second type of experimental authoriza- 
tion under the present Board powers related to an all-expense tour operator. 
Successful operation, pursuant to an exemption order, lead to the subsequent 
ssuance of the certificate of public convenience and necessity. 

In addition the local service program, as ultimately certificated, was 

reflection of the activities and operations of carriers operating pur- 
suai to the nonscheduled exemption regulation. So also have been 
the CAM operation and other airlifts for the military services. 

Chairman Rizley, in his testimony before you the other day stated 
the Board’s present opposition to curtailing the exemption power by 

“iy iIne— 
inless the power is clearly reserved to grant exemptions or other authority so as 
to permit the encouragement in trying out of new features in this field the Board 
would recommend that the proposed amendment be not enacted. 

This committee should not strike such a valuable provision from 
he act merely because of a contention that some few carriers have 
ibused the authority granted them by exemption. 

The probability is that any such abuses would have occurred with 
or without the existence of the Board’s exemption authority. 

Needless to say, we are strongly opposed to the provisions of these 
bills which would automatically terminate the exemption authority 
under which the large irregular carriers are now conducting the 
greater part of their oper: ations. 

There is no assurance even under the provision for supplemental 
service certificates that applications for such certificates would be 
icted on within the time period stated in the bills. 

Only in the event that the independent carriers receive, under their 
supplemental service certificate, substitute authority for that au- 
a ority which they now possess by exemption would we favor the 
ermination of the exe mption authority. 

Incidentally, this Trans Atlantic Cargo case has dragged on for 7 
years, and it has involved fantastic fees and economic consultants’ 
ees. 

Senator Monroney. Most of these carriers are what could be termed 
little businesses, are they not 4 

Mr. Porrs. They are little business. T hey vary in being very small, 
2- or 3-plane operations, up to those who are approac ‘hing medium 
size business, like Slick and the Flying Tiger lines. 

Senator Monronry. Even the biggest would have trouble sustain 
ing themselves under a 7-year time lag, would they not ? 

Mr. Ports. I think it is almost a miracle that some of them have 
survived in the face of the continuing requirement to not only go in 
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and make their case over and over and over agalnhn, but also in trylus 
to fend off attacks from people who have legal staffs and who hay 
far more money to prepare a sood case, 

Senator Monronery. In other words, they are 
jeop: indy, is that it? 

Mr. Ports. Yes, hey are in a constant state of jeopardy, in th 
same position that the local service carriers, only to a greater extent 

Senator Monroney. The local service have 3 years in which to get 
their 

Mr. Porrs. Yes; but that was one of the main points in the test 
mony on the speck ial legislation for the local service carriers to giv 
them permanent certificates, that they were continually having te 
come back and make their case over and over again, and that once 
they have established it. they ought to be given some assurance that 
they can go on rather than having to come back and put their case 
into something else and having to come back over and over again. 

Senator Scnorrret. Mr. Chairman, it seems to me that that is « 
field that this committee should look into, especially if it is dragged 
out. 

Mr. Ports. I would certainly urge that that exemption authority 
be left in there. 

I re: ally do not see that the few abuses that have cropped up are 
related to that authority being now in the act. I think those abuses 
would have come about anyway. I think actually if there have been 
abuses, they are just simply people who have ignored any regulatio: 
or felt that the regulation did not apply to them. 

Senator Scuorrrer. Possibly that is one of the contributing factors 
to some of these lags in the hearings. 

Mr. Porrs. You mean the presence of the exemption authority / 

Senator Scnorrren. Yes. 

Mr. Ports. I do not think so and one particular thing is that unless 
a carrier has some opportunity under an exemption to demonstrate 
that he can per form an operation, then he has no record to stand o1 
when he comes in the hearings. 

Senator Scnorrre.. I agree with you thoroughly on that, and I 
think it would be a mistake to eliminate that approach to this thing. 
because we found, and will no doubt find in the future—for instance. 
I was at part of these hearings on the helicopter service—there ough 
to be some experimental leeway given to the Board. At least that i- 
my opinion just listening to these hearings last year. 

Mr. Porrs. A carrier who comes in to make a case is caught on 
the horns of a dilemma. If he has not been operating under some 
exemption, he cannot show that he has the know-how and can do it: 
if he does operate without the exemption, he may be found to be vio 
lating the regulations, and then they may say you are not fit because 
you did not operate under the regulations. 

Senator ScnorpreL. My understanding is and I think your under 
standing is that the Board does have this capacity now, is that correct ? 

Mr. Ports. It does. and we would like to see it retained. 

Senator ScHorrreL. Your position is that you want to see that 
retained ? 

Mr. Ports. Yes, sir; that is right. 

As a matter of fact, instead of curtailing the Board’s exemptio1 
power, we recommend that it be enlarged by amending section 416 


lili a CONStant state ¢ 
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(b) (1) of the act, in order for the Board to be able to exempt 
onl} alr carriers or classes of ur Cal riers, but also any Len Ol engaLe dt 
in any phase of aeronautics otherwise than as an air carrier. 

This can be done by adding the phrase “or any person engaged in any 
phase of aeronautics otherwise than as an air carrier,” after the phrase 

“class of air carriers” which now appears in lines 5, 8, and 10 of the 
present section 416 (b) (1). 

This is a very narrow proposal really, and I will now explain why 
we would like to see it done. 

Krom time to time members of our association lease or purchase air- 
craft from persons who are not technically speaking air carriers with- 
in the meaning of section 1 (2) of the act but who may be construed to 
be persons engaged in a phase of aeronuatics otherwise than as an air 
carrier within the meaning of section 408 of the act. 

Since of the Board presently has no authority pursuant to section 
416 to exempt any person other than an air carrier from the provisions 
of section 408, our members are burdened with the requirement of 
notice and hearing pursuant to section 408 (b) of the act whenever they 
attempt to purchase or lease aircraft from a person engaged in a phase 
of aeronautics otherwise than as an air carrier 

Such transactions are essential to the welfare of our members and 

cannot create a monopoly or otherwise be adverse to the fundamental 
purposes of section 408 of the act. 

Moreover, the Board can still refuse to promulgate an exemption 
order for any such transaction which it deemed adverse to the public 
interest, thus assuring that no transactions adverse to the public inter- 
est would be permitted pursuant to this proposed amendment. 

Senator Scnorrrer. That is a pretty good safeguard to cloak the 
Commission in this type of operation, do: you not believe ? 

Mr. Ports. Yes, sir, I do; but I would like to see that phrase put in 
so that the lease and purchase of aircraft from companies who may not 
be air carriers but who may be engaged in some other phase of aero- 
nautics could be carried out without notice or hearing; so that if you 
want to close a deal to buy 3 DC-3’s or DC-4’s from a company that 
makes a practice of buying those airplanes and overhauling them be- 
fore sale—you have to go through a hearing before you can get per- 
mission—you can do so. 

Senator Scnorrre.. For the benefit of the record, some of us think 
we know at least why that is necessary, by reason of what the explana- 
tions are, but has that been because of the safety requirements or to 
meet specific standards? 

Mr. Ports. No, sir; I do not think that is the reason because in any 
event that aircraft would have to be licensed under the CAA before it 
could be used, so that is not one of the considerations. 

I think the main considerations in the early days was perhaps to pre- 
vent collusions between companies who were manufacturing airplanes 
and companies who were engaged in the air transportation industry. 

That is no longer a factor and it still could be controlled. If there 
were any doubt or question at all about the transaction, then the Board 
could simply refuse to issue an exemption order; but if they had this 
authority, it would save an awful lot of money and expense and so on, 
to have to go down there and have a hearing. 

Senator Scnorpren. That could be put on some kind of a frank and 
full disclosure basis rather than a hearing ? 
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Mr. Porrs. That is right. 

Senator ScuorrreL. And then in that disclosure if it appeared to 
those who had the responsibility for it, or the interpretation of it, that 
there was something additional that had been undisclosed then they 
could have a hearing ? 

Mr. Ports. Yes, or if there was any doubt as to whether this was 
not in the public interest. 

Senator SCHOEPPEL. I see. 

Mr. Porrs. The next provision I would like to comment on is air 
contract service regulations. Section 21 of S. 1119 and section 24 
of S. 308 amend the present Civil Aeronautics Act by adding a new 
title IV-A, Air Contract Service Regulation, which would require 
so-called part 45 operators to obtain a license from the Board and 
would bring these carriers under the economic regulatory control 
of the Board. 

Our member carriers generally favor this new title IV-A and be 
lieve that it would be in the ultimate best interest of the air transport 
industry including the part 45 operators themselves. 

In many instances the dividing line between common carriage and 
private carriage is indistinguishable. In a recent case the Civil 
(Aeronautics Board advised our association that spot charter move- 
ments of passengers performed by our members for the Defense De 
partment were common carriage insofar as the irregular common 
carrier members were concerned, but were private carriage insofar 
as part 45 operators were concerned. 

If it had not been considered contract carriage, he would not have 
a allowed to do it; but the same movement by one of our people 

called common carriage. 

“TT hus, the same movement is one thine as to one carrier and another 
thing when performed by the contract carrier. For the information 
of the committee, I am attaching a CcOpy of this letter from the Civil 
Aeronautics Board and request that it be made a part of the record. 

I will furnish that to the committee. It is not here, but it will be 
here shortly 

Senator Monroney. When that is received, it will be made a part 
of the record. 

(The above-mentioned document will be inserted at this point by 
the committee when it is received.) 

Civit AERONAUTICS BOARD, 
Washington, April 18, 1953 
Mr. Ramsey DID. Ports, Jr., 
President, Independent Wilitaryu Air Transport Association 
Washinoton, D. C. 

Dear Mr. Porrs: This is in reply to your letters of March 6 and 24, 1953, where 

you request a ruling from the Board as to whether CAM operations constitute 
ommon carriage, and an opportunity to confer with the Board or its staff con 
cerning the problems incident to the participation in CAM operations of aircraft 
operators not holding economic operating authority from the Board (part 45 
operators 

In your letters, the belief is expressed that CAM operations constitute common 
earriage subject to the economic regulatory provisions of the Civil Aeronautics 
Act both becat a of the nature of the traffic involved and because each individual 
flight is the subject of a separate bid and contract. There are certain types of 
flights whi - “te ause of the nature of the traffic, are regarded as common ¢ar- 
riage even though they are operated under contract with a single person. Familiar 
examples of these flights involve the tr ansportation under contract of property 
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or persons solicited for transportation from the public by freight forwarders 
and other traffic generating agencies, or groups of persons assembled primarily 
for the purpose of obtaining transportation. Flights involving military personnel 
on furlough fall within this classification. 

However, CAM flights which involve the transportation of persons at Govern 
ment expense consist of groups of military personnel traveling on official rather 
than personal business. The Government traditionally has occupied the status 
of a private person for purposes of determining whether a particular act of 
transportation performed for it constitutes private or common carriage. Under 
these circumstances, we view these military groups as falling in the same cate 
gory as any other group of persons, such as a ship’s crew, assembled for purposes 
other than for obtaining transportation on personal business. As you are aware, 
the transportation of these private groups may or may not constitute common 
carriage, depending upon the status of the transporting carrier and the relation- 
ship of the transportation to its other activiies. The same principles would also 
be applicable to cargo movements. Accordingly, we cannot hold that CAM 
flights necessarily constitute common carriage because of the nature of the 
traffic involved. 

It will be recognized in transportation law that the same act of transportation 
may be common carriage when performed by one carrier, and private carriage 
when performed by another. If services of a character similar to CAM flights 
are available to the public (as that term is defined by applicable case law), or 
if CAM flights are inseparable or indistinguishable from other common carrier 
activities, then CAM flights constitute common carriage as to that operator. 
Since one or both of these factors are almost invariably present in the case 
of charter transportation provided by recognized common carriers, the Board 
considers that the operation of CAM flights by the members of your organiza- 
tion constitutes prima facie common carriage subject to the economic regulatory 
provisions of the act. If these factors are not present in the case of a particular 
operator, however, then CAM operations are private carriage as to that opera- 
tor. See Standard Air Lines, noncertificated operations, 10 C. A. B. 486, 500 
(1949) : Transocean Air Lines enforcement proceeding, 11 C. A. B. 350, 364, 365 
(1950); Viking Airlines, noncertificated operations, 11 C. A. B. 401, 409, 410 
(1950) ; Order Serial No. E-4446, dated July 21, 1950. 

The question of whether a particular operator will be engaging in common 
carriage by performing CAM flights thus can be determined only in the light 
of its entire activities. In this connection, the facts that the operator is under 
no contractual obligation to tender its services, or the Government to use those 
services if tendered, are relevant evidentiary facts to be considered in deter- 
mining the true nature of the carrier’s operation. However, where a particu- 
lar part 45 operator confines his operations to the performance of CAM flights 
only, we cannot hold as a matter of law that such transportation services, even 
though furnished under arrangements other than mutually binding contracts 
for continuing services, are per se common carriage. 

We recognize the importance of the CAM traffic to the members of your 
organization, and the practical difficulties arising from a situation in which, as 
to the same traffic, some carriers are subject to the economic regulatory pro 
visions of the Civil Aeronautics Act, whereas others may not be. However, 
these difficulties do not differ in kind from the situation which presently pre 
vails with respect to operations for large industrial firms. The ultimate solu- 
tion to the problem may lie in the amendment of the act in such manner as to 
subject private carriers for hire to appropriate economic regulatory controls. 

We will be glad to confer with you concerning the problems incident to the 
participation of part 45 operators in CAM operations. It is suggested that 
contact be made initially with.Mr. Nunneley, General Counsel of the Board, 
who will arrange for further exploration of the issues and practical problems 
presented with the Board’s staff. If in the light of such discussions it appears 
useful, arrangements can thereafter be made for a conference with the Board. 

Sincerely yours, 
OSWALD RYAN, Chairman 


Mr. Ports. The inequity of this situation is apparent when it is 
seen that the irregular air carrier must file rates and is subjected to 
tariff controls whereas the contract carrier competing for the same 
business is free to quote a few cents under the lowest filed tariff. 
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This has lead, in the case of many types of military airlifts, to 
uneconomic rate cutting. a 

A parallel to this situation exists in the area of competition between 
the railroads and the air carriers for group movements of official mili 


tary passengers. 

Although not a proper subject for these bills here under considera 
tion, it is appropriate for me to call the attention of the committee to 
the current practice of the railroads in quoting cut-rate section 22 
prices to the military for the movement of groups of official military 


passengers. 

Under these section 22 quotations, in effect the railroads become con- 
tract carriers and do not have to abide by their tariffs. Under section 
2° the railroads have for the last year and one-half been making spot 
quotations as low as 50 percent or more below their regular filed tariffs. 
They have b ell doing this ona variable basis, depending on what they 
thought they could get the business away from the air carrier for. 

i should like to recommend to the committee, that in line with its 
concern Over uneconomic and cutthroat competition, it look into this 
practice of the railroads to determine whether or not legislation is 
needed to curtail the present section 22 practices. 

The next topic that I would like to briefly comment on is regulation 
of rates in foreign air transportation. This is another area in which 
cutthroat competition has undermined the financial health of some 
of the member carriers of our association. 

We feel that the proposed amendments in this field in S, 1119 and 
in S. 308 are desirable. We agree with the Chairman of the Civil 
Aeronautics Board that the Board should be given the same broad 
authority in regulating rates in foreign air transportation as is now 
provided in the field of interstate air transportation and would, there 
fore, recommend that the provisions of the two bills under considera 
tion. S. 1119 and S. 308, be slightlv changed so as to provide this au 
thority. Chairman Rizley made that recommendation in his state- 
ment. 

Our other proposed amendments are as follows: Senator Magnu 
son has proposed an amendment to 8S. 1119 which would shift the 
burden of proof from the applicant for a certificate to the Board. 
We do not share the fear of the Chairman of the Civil Aeronautics 
Board that this amendment will lead to a rash of applications by all 
carriers for innumerable routes. 

The effect of this amendment would probably not be very sub- 
stantial, but, since it would in theory liberalize the opportunity for 
new entries into the field, we favor the amendment. 

Another amendment to S. 1119 would amend the declaration of 
policy so as to stress the desire of Congress that a competitive air 
transportation system be encouraged and developed. 

Since one of the important bases for our free enterprise system is 
a recognition of the value of competition, we feel that a declaration 
to this effect would be beneficial. We, therefore, favor this amendment 
to the declaration of policy. 

5. 1119 and 8. 308 contain provisions for the legislative separation 
of service mail pay and subsidy. This objective is sound and desir- 
able and we are in favor of it. We would urge, however, that subsidy 
payments be completely separated from the right to mail pay and 
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that any air carrier be eligible for subsidy provided subsidy to such 
carrier is required to promote the economic development, the national 
defense, and the commerce of the United States. 

Mr. Rentzel commented on this feature yesterday and pointed out 
that there is a kind of hangover. Once you have tied subsidy to mail 
pay, there is a tendency to just keep it there, and even though this 
bill separates the right to subsidy payments from the right to carry 
mail and mail pay, it still contains a phrase which provides that no 

‘arrier is eligible for subsidy unless he is a carrier authorized to carry 
wae 

I do not think that is required under the process, and I think that 
phrase should be stricken out. 

It may be desirable, particularly in the interest of national defense, 
to subsidize the testing of new equipment by carriers who are not 
required to serve a particular passenger route or who are not required 
to carry mail, 

[ can see where an air carrier might need subsidization for experi- 
mentation, for instance, on turbo-prop types or some vertical riser 
aircraft; perhaps it may be necessary to subsidize some air carrier 
who has proven he has the know-how to test out this equipment which 
may have been evolved primarily for military needs, but which may 
have a good use in the civil field, but should have experimentation 
before it is put on a regular route carrying passengers. 

In other words, the equipment may have some dangerous fields. 
You will not want such a plane to go traveling a route under experi- 
ment. 

In order not to handicap the opportunity for such a development, 
we recommend that the committee strike out the requirement that an 
ur carrier hold a certificate authorizing transportation of mail by air- 
craft in order to be eligible for subsidy. 

In summary, the trunkline passenger carriers and the certificated 
international carriers are firmly established. Through sympathetic 
regulation, nourishment by subsidy, and effective management, they 
have grown strong and are now a great national asset. 

There is no danger, if the management continues efficient and alert, 
that they will be damaged by enlarged authorizations to the inde- 
pendent air carriers. The local service carriers have also been 
nourished by subsidy, protected from competition, and recently have 
been favored with special legislation which would grant them perma- 
nent certificates. 

The primary concern of us all is the maintenance of a strong air 
transportation system, in all its facets, in order to service the needs 
of our expanding commerce and multiplying population. But even 
more import: int is the requirement to maintain in being a great air- 
lift potential adequate to make effective our technological superiority 
over prospective communist enemy nations. 

The independent carriers have proved their worth to national de- 
fense and in pioneering new types of service. Given the opportunity 
and permitted the flexibility appropriate to their kind of operations 
they can make even greater contributions. 

We urge the committee to keep these considerations in mind in the 
action it takes on these two bills. 

Senator Monroney. Thank you very much, Mr. Potts. 
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Senator Schoeppel, did vou have any further questions ? 

nator Scnorpret. Yes, I think I have a few here. 

Mr. Potts. reference is made here to the supplemental service cel 
tificate 

Mr. Ports. Yes, sir. 

Senator Scnorpren. I recall there was some testimony here befor 
this committee I think it was counsel] for North American indicated 
the other day that amending the law to provide for supplemental sery 
ice certificates would not be a worthwhile thing. Do vou agree to that ? 

What are your views on that ? 

Mr. Ports. Senator, we feel that in the case of a number of our mem 
ber carriers who are not attempting to operate a route-type service and 
who are not at this time applying for a passenger route operation ce1 
tificate, that it would be worthwhile. 

We do not think that the writing into the law of this new class of 
carrier service is going to in itself solve the problem of the independ 
ent. I think that you will agree it may be what kind of authority aré 
they granted under that supple ment: al service certificate. That would 
then become a question for the Civil Aeronautics Board to determine. 

Senator ScHorpren.. Do you ca regardless of any of the proposed 
amendments, that it is desirable, of course, or would you consider it de 
sirable. to retain the fitness test for certification ? 

Mr. Ports. Yes, sir: we think that there should be a fitness test. We 
think that there should be. In the bill introduced by Senator McCar 
ran last year, he proposed that a carrier who had been operating satis 
fac ‘torily for the Defense Department should by that fact itself be con- 
sidered as a guaranty that they met the fitness test. and, therefore, 
they should be granted any such certificate with whatever limitation 
should be put in the certificate, without having to go through another 

extended hearing. 

We have just finished what is called a large irregular carrier in 
vestigation. The testimony from this investigation would fill this 
room, and it took more than 2 years to go through the hearing. We 
do not think it is necessary to go through that kind of hearing again. 
We think there is ample basis in the record for a determination to he 
made whether or not the carrier is fit, willing. and able. 

Senator Scnorpre.. I see your point. I think it is well, however. 
for this fitness test. to be equally applicable as a condition of entry on 
any basis, though. 

Mr. Ports. We hardly see _ you can franchise or license a carrier 
— it is established either by the operating record of the carrie: 
or by hearing. or perhaps by both—as I say, we do feel that there has 
been ample hearing and the record is substantial enough to find that 
they are fit without another hearing; but I think that a carrier to be 
licensed ought to be fit, surely. 

Senator ScHorpre.. I am sure you agree with me, according to the 
record, that there have been enough important members of these as 
sociations who could have violated the law and thereby made a certain, 
let. us say, greater profit or had certain advantages, than they would 
have had they been operating under the rules and regulations estab- 
lished by the Commission, or this Board, which has been authorized 
by the Congress: and I am sure that you feel, for the members of your 
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issociation, that they ought to follow the law: and the ryles and 
regulations. 

Mr. Porrs. Our members, I feel sure, have followed the law and 
the rules and the regulations. Our member carriers would prefer 
simply to stand on their record; they do not want to point the finger 
al anybody else. 

There have been. violations from time to time by almost every car 
‘ier, certified, scheduled, passenger carriers, and irregular carriers, 
ind so on. It simply boils down, I think, to whether or not those 
violations are small infractions of restrictive regulations, or whether 
or not there is some continuing pattern of disregard for safety or for 
the proper rules and regulations, 

Senator Scnorrret. And I take it—and I am sure you agree with 
me—that there should not be any operation based upon the flagrant 
violations of rules and regulations and the law ? 

Mr. Porrs. We think it would be grossly unfair to the carriers who 
have tried to live within the framework of the regulations to single out 
somebody else who has chosen to disregard the regulations, feeling 
perhaps that they did not apply, but nevertheless has disreg: irded 
them, and reward that carrier or group of carriers because they have 
been successful in an operation which any number of our carriers could 
have operated successfully if they had operated with the same scope. 

Senator Scuorrre.. Looking over your statement—and I want to 
reread it, I only just saw it this morning—I think that you have made 
some pretty pertinent suggestions which this subcommittee, and then, 

of course, whatever our recommendations are to the full committee, 
should be pretty carefully looked into. I think that your approach 
on some of these points has been most constructive from a practical 
operational standpoint, on the basis of your experience and the experi- 
ence of your associated members in this field. 

I want to commend you for the statement. I appreciate the oppor- 
tunity of getting your grasp that you have presented here. 

Mr. Porrs. We ver y much appreciate the opportunity to make this 
statement. 

I would like to just say one further thing, and that is if the inde- 
pendent carriers are going to make a success of their operation under 
a supplemental service certificate, they must not be pinned down. 

In other words, if they are not given certain rights to routes and 
so on—in other words, that is sort of a guaranty but with subsidy 
behind you—then it would be unfair to say we are going to restrict 
you to flying charter service in the State of North Carolina because 
charter wor k simply is not that type. 

I can give you a couple of examples. Not long ago Horace Heidt 
called up. He wanted his band flown from Jackson, Miss., to Fort 
Lauderdale, Fla., they would play there one night and then go to San 
Antonio, play there a night and then go to Las Vegas. One plane 
with all the equipment can do that and meet his schedule. He could 
not possibly meet his schedule by taking a scheduled airline. 

In other words, his need is not for scheduled airline service. 

Senator Monroney. He could not get on a scheduled carrier with 
all of that equipment. 

Mr. Porrs. The next day Western Electric calls up and they want 
to move some very high priority electronic equipment from Hartford, 
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Conn., to Edmonton, Canada. The next day somebody may want t« 
mgve a ship’s rudder from Philadelphia, for instance, to a shi 
stranded down in Venezuela. These charter movements are world 
wide, and they crop up just like that. 

The air exchange proposal we have made would in effect through a 
central clearinghouse enable us to match the requirements of the chart 
erers to the equipment available. ‘That is the only way we see that 
you can make a real success of this business, by having a practically 
unlimited scope as long as you have demonstrated that you are a good 
safe operator, to go anywhere that the need crops up, and, secondly, 
to have acentral clear inghouse. 

The Baltic exchange applied this principle to shipping 200 years 
ago. That is the matching of the cargo shippers in large quantities 
to the movements of ships all around the world. We want to do the 
same thing in this country to the air-charter business. 

Senator Scnorpre.. As a matter of fact, Mr. Chairman, this is the 
first time that we have had this type of approach presented in these 
proceedings, here in this hearing: and I do think that it is conducive 
of a very practical approach to it. 

Mr. Ports. We have requested the Civil Aeronautics Board to per 
mit us to operate this air exchange for commercial charter customers 
like we do for the military, where it has been a great success and has 
resulted in considerable savings to the military, running to the mil 
lions of dollars. 

That hearing has been concluded, and we are now awaiting the 
examiner’s report. If they act favorably, we would not need legisla 
tion, but if they turned us down, we would need legislation. 

We do not know what they are going to do. 

Senator Scnorrren. At any rate, I think it is most helpful to have 
that approach as you have outlined it here. 

Senator Monronry. Senator Payne, do you have any questions / 

Senator Payne. No, I have no questions. Senator Schoeppel raised 
a couple that I had in mind. 

Senator Monroney. Thank you, Mr. Potts, for your testimony. 

Senator Monroney. I wonder if Mr. George D. Riley is in the room 
now. 

Mr. Rizey. Yes, sir; I am. 

Senator Monroney. Mr. Riley, would you come forward then. 


Mr. Riney. Yes, sir. 


STATEMENT OF GEORGE D. RILEY, MEMBER, LEGISLATIVE REPRE- 
SENTATIVE, AMERICAN FEDERATION OF LABOR 


Mr. Ritey. Mr. Chairman, I will be very brief and ask that this 
statement be received for the record and make a few informal 
comments. 

Santor Monroney. Thank you very much. 

Mr. Ritey. My remarks will be confined only to section 48 of S. 
308, which section would forbid by law supervisory employees in this 
industry to receive the benefits of membership in labor unions. 

We join our railway and steamship clerks and airlines pilots, the 
International Association of Machinists, the airlines dispatchers and 


the others, in asking that this section be deleted, if the subcommittee 
is going to re port out S. 308. 
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The purposes of that section are quite obvious, and I think the objec- 
tions likewise are just as obvious, and with those few remarks, Mr. 
Chairman, I wish to thank you very much for your reception. 

Senator Monronry. Thank you, Mr. Riley, for appearing, and we 
will put your full statement in the record at this point without 
objection. 

(The above-mentioned document is as follows :) 


STATEMENT OF GEORGE D. RILEY, MEMBER, LEGISLATIVE REPRESENTATIVE, AMERICAN 
FEDRATION OF LABOR, ON S. 308 


My name is George D. Riley. I am a member of the national legislative com 
mittee of the American Federation of Labor. 

I am making this appearance in opposition to section 48 of S. 308, the section 
which would place in jeopardy orderly labor-management relations in the avi 
ation industry, both in the air and on the ground, in our opinion. 

For this reason, we ask that this portion of 8S. 308 be deleted from the bill 
The purpose of this section is all too clear, even though the langauge is broad 
Jt has for its purpose the cutting away from their union those members who have 
gone on to supervisory jobs and whose seniority rights as now maintained 
through contracts would be destroyed overnight. 

There are affiliated to the American Federation of Labor many unions having 
members in supervisory positions. There are even some unions with a plurality 
and even 100 percent of such members. 

I can. mention in the latter category the National Organization of Masters, 
Mates and Pilots of America, the National Association of Master Mechanics and 
Foremen of Navy Yards and Naval Stations and others. In the aviation indus- 
try, our Air Line Dispatchers Association and Air Line Pilots Association as well 
as the International Association of Machinists and other unions will speak for 
themselves, of course. 

It is apparent that your committee is being asked to include in the Air Com 
merce Act of 1926, as amended, substantially the same purposes as are contained 
in the Labor-Management Act of 1947 (the Taft-Hartley Act) dealing with 
supervisors, as I read section 48. 

I am not pointing out this fact with any idea of perfecting the language of 
section 48, but it is obvious that your attention should be directed to the fact 
that this section includes reference to purely routine jobs as well as those in the 
class requiring independent judgment. The section refers to persons having 
authority to assign other employees. I doubt that anyone will wish to catalog 
such jobs as anything other than routine. 

If management can induce the Congress to amend this act in this manner, it 
appears just as feasible to include all others as beyond inclusion of the rank- 
and-file in unions. I believe that in adopting this section, the Congress later will 
discover that through regulations promulgated under this act or through court 
interpretation, the law will be found to contain provisions which it certainly did 
nor intend. 

In testimony before the Senate Committee on Labor and Public Welfare 2 
years ago on a point in the Taft-Hartley Act similar to this one, President Meany 
of the A. F. of L. made this statement which I believe is just as applicable in 
the present instance: 

“* * * Many borderline supervisory employees sympathetic to organized labor 
are very reluctant to even testify at Board (NLRD) hearings regarding their 
job. They know that if the Board should declare them supervisors, their actions 
in testifying in behalf of the union could easily subject them to discriminatory 
treatment and possible discharge. Since they already have been declared ex 
empt from the law, they would have no legal means to win reinstament.” 

That is the difficulty as President Meany sees it under the law and procedures 
as administered by the NLRB. I believe the same condition can be expected in 
some or most of the same form under section 48, if adopted. 

We join our affiliated unions in asking you to reject section 48. 


Senator Monronry. Mr. Hardy Maclay, counsel for North Amer 
ican Airlines, rebuttal witness, will be our next witness. 
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STATEMENT OF HARDY MACLAY, A DIRECTOR OF NORTH AMERI- 
CAN AIRCOACH SYSTEM, INC., AND COUNSEL FOR THE NORTH 
AMERICAN AIRLINES GROUP, ACCOMPANIED BY WILLIAM BURT, 
COUNSEL FOR THE NORTH AMERICAN AIRLINES GROUP— 


Continued 


Mr. Maciay. Mr. Chairman, I want to thank you once again and 
further for letting me appear again to testify further on these bills 
that are pending before your committee affecting air transportation. 

First of all, there have been some questions raised as to the meaning 
of amendment C to S. 1119. I thought I would explain what I believe 
the meaning of that amendment is. Referring to the print of that bill 
on page 1, lines 6 and 7, and on page 2, lines 4 and 5. 

Senator Monroney. Is that the February amendment C or the 
March one? 

Mr. Mactay. That is the March 23, 1955, amendment C. 

Lines 6 and 7 on page 1 and lines 4 and 5 on page 2. There has been 
added the word “competitive.” That simply emphasizes what we 
believe to be the case: That this was supposed to be a competitive 
industry and that competition should be recognized as beneficial in 
the industry. 

Actually the witnesses who have testified, both for and against the 
bill, recognize that. The witness for ATA has pointed out that this 
industry is healthy because of the tremendous expansion and competi- 
tion between the trunkline carriers that were authorized to operate in 
1938, and the map which they introduced as an exhibit shows that 
there is tremendous competition between those carriers, and that the 
expansion has been in great part because of that competition. 

Next, line 7 and line 8, the words read “competition to the maximum 
extent consistent with the economic characteristics of the industry.” 
The word “maximum” has been added in line 7, once again emphasiz- 
ing the competition that we feel] should exist in the industry. 

“Economic characteristics of the industry” refers to this: The act 
turned over to the Civil Aeronautics Board the job of regulating this 
industry. The act did not decide how much competition or how much 
entry there should be in the industry; nor did it decide that the eco- 
nomic characteristics of this industry were such that there should be 
highly restricted competition or open competition. 

What it did do was this: It said to the board, you regulate this 
industry and there shall be competition in this industry to whatever 
extent you decide is most advisable in this particular industry. 

In this country in almost all industry there is free competition. In 
our public uti ilities, which is the great exception, there is not. There 
is highly restricted competition or prohibited competition. 

The way in which you determine how much competition and how 
much entry of new carriers into industry is advisable to best expand 
that industry and give the most benefit to the public, you must refer 
to the economic characteristics of the industry; and I referred to this 
earlier, so all this merely says is that competition should be limited in 
this industry to whatever extent the economic characteristics re- 
quires it. 

If, in fact, this is a public utility under the mandate to the Board, 
there would be no competition. If, in fact, it is not that type of an 
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that case it was shown that half a million people had travel 
would not have traveled at all except for the nonschedul 


The next point is the one that has been referred to as reverse tw 
on public need, and it is stated that the effect of the language found 
lines 20 to 21 on page 2 and lines 1 to 2 on page 3—it has been stat 
that that completely wipes out the need requirement of the act, whic 


~ definitely not so. 

{ll that does is slightly change the emphasis, and to whatever ex 
tent “need” is the criterion of putting in a new carrier, it remains s 
under this act. Actually it is not as simple oath. 

Obviously, the test is not solely the need for a new service, becaus 
on that basis any -_ carrier on any route would probably never 
have anyone come in because he could always satisfy whatever ad 
ditional need there [. but the test is still of the public convenienc 
‘ nd necessity. 

It does not reflect any tremendous increase in power on the part of 
the Board. It simply is a change in emphasis, recognizing that the 
balance of doubt should be in favor of competition unless it can be 
found that that is not in the public interest, or it is not in the publi 
convenience, 

Senator Monroney. Does that not still rather put the burden of 
proof to show that the public convenience and necessity will not be 
served thereby, reading from lines 1 and 2 on page 3, I think in most 
truck, bus and other lines, that there is an affirmative showi ing that 
made in the hearings that the establishment of the additional service 
will be necessary for the public convenience and necessity ¢ 

Mr. Macnay. I think, sir, under the Motor Carrier Act, there have 
been many motor carriers admitted, and I think they have been admit 
ted because the philosophy has been that the new carrier is not going 
to hurt anyone and competition is a good thing. What you really de 
cide is this is not against the public interests; it won't hurt anyone, 
and it is inthe public interest to have competition. 

Senator Monroney. Do they not find in all those cases, or rathe1 
do they not make a finding of pub lic convenience and necessity rather 
than finding on the reverse side ? 

Mr. Burr. Senator, I think under the Motor Carrier Act, there has 
to bea finding of public convenience and necessity. 

Senator Monroney. That is what I mean, that an affirmative finding 
is made, that a need for serving public convenience and necessity exists 

This language would put it on the other basis, that the CAB, or 
whatever board issues that, would have to find that in denying it that 
the public convenience and necessity will not be served. 

Mr. Burr. Senator, there are some statutes which are similar to the 
Civil Aeronautics Act, not similar in all respects, however, and the 
burden ise a uctly as it is in the proposed section d (1). 

I think the Federal Communications Act has the burden which is 
this way, a the Natural Gas Act. I do not really think that this im 
poses a very substantial burden on the Board in denying an appli 
cation. 

I have been in many of these route cases and in all these route case: 
there are stipulated into the record traftic surveys that show the amount 
of trattic between the cities and what they call a form 41, which show 
the costs and revenues of all the carriers serving the « ‘ity. 
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If there Is nota need, the 13 ard from that evidence alone has pler ty 
opportunity to make the finding. The purpose of this is merely 
to say that generally it is a good thing to have new carriers in the 
susiness if there is a need for the service, and I think there ts room. 

I do not think the Board as a practical matter sustains a great deal 
f a burden in a case where the public convenience and necessity will 
not be served by additional certification. At least that is how I read it. 

Senator Monroney. I do not see how you squared that with what 
has jus t been testified on par agrap yh Din whi ich you recognize the eco 
nomic characteristics of the industry, that you want neither a closed 
door for new entry nor do you waht unlimited, unrestricted com 
petition; that you want a healthy growing expanded air industry in 
this country, but not one that would open the door to absolutely free 
entry, regardless ¢ 

Mr. Burr. I think what we are trying to say—and when you are 
dealing with presumption it is always a difficult and subtle thing 
hut what we are trying to say is that in a route case there is always 
sufficient evidence relating to traffic and cost and revenue for the Board 
tO certify it when there is a showing of pub lic convenience and neces 
sity; so that under this language it would certainly not be any auto 


matic certification. 

The Board would have a great deal of discretion remaining to it, 
which, in exercising that discretion, it would have to rely on the more 
competitive standards that are set forth in sections A through Loft the 

llon pages | and 2, 

Senator Monroney. It seems to me that this public convenience 
ind necessity would not be served thereby unless the Board finds that 
the applicant is not fit, well, and able, but you do not put the affirma 
tive performance in ability and record for the carrier up to receive a 
vuluable franchise route for flying. 

Mr. Mactay. I think maybe it would be helpful to point out that the 

words “public convenience ‘and nee essity’’ as used both here and in the 
act do not mean simply need and so forth. 

Section 2 in the act says in determining what is in the public con- 
venience and necessity the Board shall consider competition to the 
extent necessary, national defense, postal service, and a lot of other 
things, so that what they are really doing when they decide this is they 
decide on an overall basis whether it is good or whether it is bad—it is 
as general as that—based on the success of the air transport system. 
it isa very general concept. 

They dec ide yes or no, whether it will do for the transport system 
what we want or whether it will not; so that it is very little change in 
the burden of proof here, for the Board looks at all this tremendous 
voluminous evidence, and it can say it is necessary to put this in in the 
convenience and necessity of the pub lic, or it can say there is no reason 
why that should not be put in. 

It will not be in the public convenience and necessity, it will be 
perfectly satisfactory. That is about what it means. It is merely a 
slight change in emphi isis, and the reason for it is that the Board has 
been so highly restrictive under the present statute. 

Actually the legislative history shows that the real reason for requir 
ing certificates of the public convenience and necessity under the act 
was the subsidy provision. That is, the situation was this: Subsidy 
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Mr. Tipton pointed out that in 1948 two certificated a 
started air coach. I do not know who the other one was 
Capital. Why did it start? Not because it was intere 
ing air coach service, but because it had a peculiar situation. 

Between New York and Chicago. ¢ apital had a restriction on its 
operation and had to make two stops, so it could not compete with 
the two nonstop airlines over the same route. It started the night 
air coach. What happened to its business? It went up in the first 
month, I think, 2,000 percent. 

Capital today does not have any air coach. It still has only night 
coach at 1 o'clock in the merning and such times as that. 

The other certificated carriers did not develop air coach until after 
the nonsecheduled carriers had not only developed it but had proved 
that it was absolutely financially essential for this industry to reduce 
its fares and start going out to get passengers instead of mail pay. 

In 1949 the only remedy that the certificated carriers had for the 
terrific loss of the industry, which cost this Government many mil- 


lions of dollars, was to give us more mail pay. 
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They said you cannot have air coach in air transportation, and a 

i matter of fact, they could not, and I will tell you why. Thei: 
osts were so high in 1949 that they could not conduct air coach and 

they were not able to conduct air coach on a profitable basis until 
ynewhat later when their costs were reduced. 

At the same time, the nonscheduled carriers were actually divert 
ing some $10 million in revenues from the scheduled airlines, but 
the nonscheduled carriers were all making money, and the certificated 
carriers could have made it and could have saved this Government 
millions of dollars in mail pay if they had done it. 

That is one of the results of competition in this industry. That 
very competition in air coach which was furnished by the nonsched- 
uled carriers had to go over and go around and circumvent every 
conceivable hurdle that a Government could place in the way of a 
vital growing industry. 

I might point out that on May 1 the first nonstop coach flight in 
the United States flew from New York to Burbank, Calif., and last 
night the second one flew from Burbank to New York. Did the cer 

tificated carriers fly it? No, they have luxury flights nonstop; but 
North American flew the first nonstop with DC-6B’s transcontinental. 

That is Just one of North America’s firsts. North American, as 
ve know, does not have a certificate. It is a group of nonscheduled 
carriers. It has had every conceivable roadblock dropped in its way 
in trying to do what it wants to do; namely, get a certificate for air 
coach service. 

Another first of North American’s was it conducted the first survey 
concerning the economic feasibility of lowfare air coach service. We 
were the first ones to do it. 

It was among the first to formally and officially take the position that 
the future favorable economic development of air transportation de- 
manded exploitation of the mass travel market, the greatest develop- 
ment in air transportation in the last 10 years. 

It was the first to plan and adopt high density seating which made it 
economically feasible to provide air-coach service. High density seat- 
ing was later adopted by the certificated carriers and was later required 
by the Civil Aeronautics Board in the performance of air-coach service 
by the certificated carriers. We now have 102 seats on the DC-6B’s, 
and no one else has it. The high density seating when it was adopted 
was not adopted the way we do it. It was adopted on a tuned down, 
held down basis so that our fares today are still lower than the certi 
ficated carriers. 

We are asking to perform in effect what amounts to a 3-cent-a-mile 
airline schedule, mentioned in a Saturday Evening Post article, I don't 
know how many years ago: but we are the ones who are doing it. 

We were the first to use drop-down doors, later adopted by the cer- 
tificated industry. particularly by the feeder carriers, and thereafter 
adopted and incorporated in modern postwar, two-engine transport- 
type aircraft. 

It is pointed out—no evidence was given, but it was said by counsel 
and I assume it is true, in one of the pending cases before the 
Board—that although we used them first, they were on the drawing 
boards of Convair and possibly some others, I don’t know; but the first 
experimental drop-down door was on one of our airplanes. 
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We did it out in Burbank and we were the first ones to use it. It en 
ables planes to get away substantially faster on their stops. The 
feeders took to it and they have had a substantial benefit from it. 1 
am not saying we invented them, simultaneous inventions do occur fre- 
quently, however; all I am saying is we did do it, and we were the 
first. 

We were the first to arrange the aircraft for passengers to carry 
their own baggage. We had the first airplanes where passengers got 
on and carried their own baggage. It is used today on practically all 
two-engine aircraft. It was a very sound development. 

I am not saying other people did not think of it. The feeders 
adopted it immediately, but we were the first ones to use it. 

We were the first and are thus far the only commercial operator in 
the United States to adopt rearward facing seats in the interest of 
greater passenger safety and comfort, an innovation which has proved 
popular with the trave ‘ling public. 

Here again this is pioneering. In Australia, as I understand it, they 
have to have rear-facing seats. You will find that the Military Sea 
Transport Service has conducted surveys and studies of this, and I 
understand all military aircraft are going to have rear-facing seats. 

Why did not the industry adopt it? It is very simple. One would 
think, just from looking at it on the surface, people would not like it 
because they have had forward-facing seats. 

We decided to take the chance. The cost of installing rearward fac- 
ing seats, I believe, was in the neighborhood of $100,000 on one air- 
plane. You had to change the stresses on the plane. It was quite a 
job and took quite a bit of engineering. However, we did that on two 
airplanes to begin with, and the results were simply amazing. The 
passengers preferred it. 

If you have ever looked out of the window of an airplane looking 
forward, all you can see is the wing and the engines. If you have 
looked out of the window going bac ‘kwards, you get a perfect view of 
the ground and a very nice picture, too, so we conducted a little sur- 
vey of this ourselves. 

The responses were about 80 percent in favor of the rearward fac- 
ing situation, so we now have 4 planes with rearward fi ing seats, and 
we have another one in overhaul. Another Douglas DC-6B which we 
recently bought we discussed with Douglas about putting in rearward 
facing seats, but it was a tremendously expensive job because when 
Douglas does something like that they figure it on the basis of their 
entire operation and, of course, there was a tremendous engineering 
expense. 

We have our own maintenance people where we do major overhauls, 
so those planes when they go into major overhaul later, will have their 
seats changed. Those will be the first postwar modern aircraft with 
reverse seats. 

We were the first management to equip its entire fleet of aircraft 
with omnirange-VHF navigational equipment. First, when CAA 
wanted VHF-omnirange equipment, it was hard to get it. However, 
we got it and put it on our planes, and were the first to have our entire 
fleet equipped with them. 

We were the first and only management, certificated or noncertifi- 
cated, to place a firm order for Dough: as DC-6B equipment designed 





AERONAUTICS ACT AMENDMENTS OF 1955 


r-coach operations, I understand there are some 11 
1 domestic operat on, We think we have the first One 


ding certificate proceedings we «are proposing to fi 


tral sportat on at approximately » cents per passengt 
eh would be approximately one-half of standard fare 
by the certificated industry. It would very substar 
. the rates. 

| these certificate proceedings, we are the only one proposing t 

pros de reg onal, turn-arowl dau coach fliehts and service dui 
daytime or on peak hours. It is really a shuttle coach service on set 
ice outes We filed an ap hie ation W ith the Board for an exemption { 
te between New York and Washington at $10 plus tax on 


i 
nK 
uttle basis, and we would have a plane every hour and after a f¢ 


months it would be every half hour. 
You did not need any reservation. You knew the plane was lea\ 
gv on the half hour, and you could go out to the plane and get on and 


Til youl S10) Wi were To ive If coordinated Vi ith) the public trans 


portation system so that your total cost would be in the neighborhoo 
of 811.50 or S12 to %O from you home toa place in New York via a 
This, of course, was turned down, and I certainly would not say thi 
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It has beer already pomnted ‘out and should be pointed out agall 
that in terms of military need, the nonscheduled industry has been 
tremendous benefits to this country. The first planes off the ground 
in both the Berlin airlift and the Korean airlift were nonscheduled. 
Later the certificated carrier got into it, but in the earlier part it was 
the nonscheduled carriers, 

In the airlift, the nonscheduled carriers, which is a very small 
industry, | understand carried AD percent of the lift. 
Senator Monroney. Did North American participate in that, o1 
was that just the other nonscheduled carriers ? 

Mr. Macriay. I do not believe we had any carriers in that. I might 
point out that North American engaged in a very substantial amount 
of military transportation. They carry on a great deal of CAM busi- 
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ess, They are on the Tokyo, Ji adpan, all lift, and al Oo Ol the Atlanti 9 
ind we also have two of our aircraft committed to the Civil Air Re 
serve in times of emergency. That includes crews and cooperating 
with the military In that matter, 

Mr. Ramspeck’s testimony before this committee in 1949 represent 
Ing the industry is an excellent résumé of the situation with which 
this country was faced in the time of the last war. The airlift was 
totally Inadequ ite. It Was completely Inadequate, and had there been 
a far greater airlift at that time, we would have been in a much more 
favorable position at the beginning of hostilities than we were. 

The certificated air carriers did, as you will reme mmibe 1 all the V col ild 
and did everything they could, but the point is that there was inade 
quate airlift. 

The way to get airlift is to reduce fares and carry passengers, he- 
cause that is where you need airlift and the place to do it is on the 
routes where the people want to travel, and that is precise ly our pro- 
posal that will put tremendously increased air transportation on the 
major routes in the United States, which will result in much increased 
airlift. 

é am sure anyone can recognize, Who is familiar with the situation 
in air transportation in this country, that there is and has been in the 
nonce wrtifies ated carriers a tremendously vital force that has been push- 
ing up in this great industry, to try to make a place for itself. 

This vital force it has been impossib le to hold down. It is too great 

» hold down by restrictive regulations. In the Atlantic there is 
pe aimee before the Board a proceeding to decide whether or not there 
should not be much more lenient rules and regulations with respect 
to charter operations, particularly this summer. 

Why? Because the lift over the Atlantic is really inadequate. The 
pressure of the traveling public has made the Atlantic airlift once more 
completely inadequate. 

So you have this same group of nonscheduled irregular operators 
over there before the Board, telling the Board, ab 2 your limitations 
more liberal; let us get into the business, and we can carry a tremen- 
dous amount this summer and in the future. 

That is just one more example of this tremendous force that is 
pushing up today because the industry is expanding. Most of the reg- 
+ ations and proposals that have been proposed here restrict competi 
tion. There has been none presented before this committee and there 
is none in the committee before this to show why it should be held 
down. If the purpose is to help the public and the travelers and the 
national defense and the postal service, then the more transportation 
the better. 

If the purpose is to have economic units in this business that are 
tremendous and are tremendously powerful; and if the purpose is to 
make them bigger and bigger and bigger and prevent any little « 
riers coming in, then all these restrictive amendments should be 
adopted. Otherwise, I do not believe they should. 

Thank you, Mr. Chairman. 

Senator Monronry. Thank you very much for your testimony. 

That concludes the list of witnesses. Did you have some questions, 
Senator Payne? 

Senator Payne. No. 
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Senator Monroney. The committee will stand in recess. If there 
is further material you want to submit for the record, we will be glad 
to receive it within 10 day s, Mr. Maclay. 


Mr. Mactay. Thank you. _ . 
The Cuarrman. I would like to make the following letters a part 


of the hearing. 
( Letters are as follows:) 


NATIONAL ASSOCIATION OF STATE AVIATION OFFICIALS, 
Vay 31, 1955. 
Epwarp C. SWEENEY, Esq., 
Ntaff Wember for Aviation, 
Senate Interstate and Foreign Commerce Committee, 
Senate Office Building, Washington 25, D. C. 

Dear Ep: At our recent discussion subsequent to hearings on S. 308 and S. 1119, 
you asked me for comments on four questions. If any of the following answers 
are not completely consistent with any part of my testimony before the com 
mittee, of which I have no written record, then this letter represents the con 
sidered opinion of NA SAO 

1. Is there a need for an amendment to authorize control tower control of 
taxiing aircraft? The answer to us appears to be “no.” 

Because of the expense involved, it is improbable that there will be functioning 
control towers on any civil airports other than those that accommodate air 
traffic in air commerce. The definition of “air commerce” in the present law is 
quite broad and includes “any operation or navigation of aircraft which directly 
affects, or which may endanger safety in interstate, overseas, or foreign air 
commerce.” It would seem that this definition, together with the prohibition 
contained in section 610 (5) provides all the machinery necessary for any re 
quired control of taxiing aircraft. 

2. Should section 205 (b) be strengthened with regard to Federal-State rela 
tionships? We believe that it should be, and that appropriate changes should 
be made in section 301, so that not only the Board, but the Administrator of 
Civil Aeronautics will be included in whatever legislative policy is adopted. 

We like the proposal contained in section 15 of S. 308, but recommend that 
it be strengthened by adding, after the word “Board,” on line 18, the words “shall, 
and is hereby’, and that the word “is” preceding the word “authorized” be 
stricken 

Despite the fact that working relationships between the Board, the CAA, and 
State aviation agencies have generally been good, it would certainly do no harm 
clearly to spell out the authority for such cooperation, which has sometimes been 
questioned 

A case in point is the very successful Federal-State cooperative enforce 
ment agreement, entered into in February 1955 between the CAB, the CAA, and 
NASAQ, from which the CAB has recently retreated in part. 

3. Whether a new definition of navigational airspace, clearly defining the ex 
tent of Federal sovereignty, should be adopted? It is our belief that this should 
be done 

This definition is used in section 3 of the Civil Aeronautics Act, which es 
tablishes a public right of freedom of transit in air commerce through the 
navigable airspace. The lack of a clear and practical definition has caused a 
great deal of past controversy and is presently involved in at least one civil suit 
which will go to the Supreme Court. 

Any redefinition should take into account the national interest in air com 
merce, the rights and privileges of property owners and people on the ground, 
and the economic interests of the owners of airports who may rightfully charge 
for the use of their airports. 

These are very difficult equities to balance, particularly because of the pressure 
to extend some portions of the navigable airspace to the surface of the ground. 
We have tried to word a new definition which we could recommend, but have 
been unable to do so. 

It may perhaps be necessary to hold this in abeyance until the Supreme Court, 
in the Cedarhurst or some other case, has established the extent of Federal sov 
ereignty in the air. 

4. Has the development of new navigational aids created a need for redefining 
civil airways? A more appropriate definition could probably be adopted. 
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That used in 8. 308 and S. 1119 seems to do the trick, except for the last four 
words. We would suggest after “as suitable’ the words “for interstate, over 
seas, or foreign air commerce” as found in the present definition of civil air 
ways. 

In addition you will remember that we discussed these items, on which our 
feelings and reasons were presented at the committee hearing: 

(a) Airworthiness certification. We believe that section 601, paragraphs (1) 
and (2) should be qualified by permitting the CAB to exempt aircraft, together 
with their accessories and appliances, weighing less than 5,000 pounds and not 
to be used in air carrier service. 

(b) Proposed title IV A on page 22 o0f S. 508, and page 20 of S. 1119. We feel 
that all operations conducted, using aircraft weighing less than 12,500 pounds 
should be exempted from the provisions of this title. In view of testimony pre 
sented by the Under Secretary of Commerce, we do not feel that a permissive 
exemption is satisfactory, since it is apparently the position of the Department 
of Commerce that such authority should be used sparingly, and for only limited 
periods of time. 

(c) Amended definition of airman, page 2, line 16, of S. 308. We believe the 
necessary wording should be included to exempt Classes of mechanics described 
n our testimony. 

(d) New definition, “air navigation,” on page 4, line 12, of S. 308, and pace 3, 
line 22, of S. 1119. We are strongly opposed to this, and recommend that the 
existing definition, “air commerce”, be retained as adequate and reasonable 

One last observation. We note the omission from both S. 308 and S. 1119 of 
sections 102 (2g), 104, and 105 of Senator McCarran’s S. 2647. While these 
might be considered as statements of constitutional principles, we believe that 
they clarify Federal-State relationships, would improve and simplify adminis- 
tration of the act, and recommend their inclusion in any future amendments of 
the Civil Aeronautics Act 

Very truly yours, 
CROCKER SNOW, 


THE SALVATION ARMY, 
Chicago 10, 111., April 26, 1955 
Senator MIKE MONRONEY, 
Chairman of the Aviation Subcommittee, 
Interstate and Foreign Commerce, 
Senate Office Building, Washington 25, D.C. 

HONORABLE Sir: For the past 2 or 3 years, the Salvation Army has been ex 
tremely interested in the possibility of legislation which would permit the air- 
ines to grant free or reduced rate transportation to ministers of religion. 

It is now possible to consider this matter once again since Senate bill 8. 1119 
has been introduced by Senator Warren Magnuson, chairman of the Senate Com 
mittee on Interstate and Foreign Commerce. This bill has to do with amend 
ment D of S. 1119 which would permit the airlines to grant free or reduced 
transportation to ministers of religion, and further, it is considered a major 
piece of legislation which completely revises the Civil Aeronautics Act of 1938 

I feel very strongly that the Salvation Army’s official officers, together with 
ministers of recognized denominations would be greatly benefited in their spir 
itual and rehabilitation program by the use of reduced fare rates on airline 
travel. Furthermore, the influence of the religious and spiritual forces in the 
United States is a factor which I am sure you will recognize as a distinct bene 
fit to our democracy. 

With kindest personal regards. 

Sincerely yours, 
A. EpGAR ARKETT, 
Field and Transportation Secretary 


APRIL 25, 1955. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D.C. 

My Dear Mr. CHAIRMAN: Further reference is made to your letter of January 
13, 1955, requesting a statement of this Department’s views on S. 308, to amend 
the Civil Aeronautics Act of 1938, as amended, and for other purposes 

The proposed legislation involves matters primarily within the jurisdiction of 
other agencies, and the Treasury Department, therefore, does not wish to com- 
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is made to your letters of February 21, 
statement of this Department’s views on 
es Act of 1938, as amended, and for other 


ters primarily within the jurisdiction of 
ther agencies, and » Treasury epartment, therefore, does not wish to com 
ment on the polici and merits of the proposed legislation. There is, however, 
technical comment which the Department would like to call to the attention of 
your committee 
Section 19 of the bill would amend section 406 of the Civil Aeronautics Act of 
1988 to require repayments of subsidies under certain conditions. It is suggested 
e beginning on line 16, page 17, of the bill be amended to read as 
y such repayment by an air carrier shall be deposited in the Treas 
Board, and shall be credited to the appropriation from which the 
payment was made.” This change is recommended (1) to provide that the Civil 
\eronautics Board, as the administrative office, account for repayments by air 
irriers under the program, and (2) to identify clearly the appropriations which 
would be credited with such repayments. 
The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this report to your Committee. 
Very truly yours 
W. RANDOLPH BURGESS, 
icting Secretary of the Treasury. 


\EROVIAS Sup AMERICANA, INC., 
PINELLAS INTERNATIONAL AIRPORT, 
Nt. Petersburg, Fla., May 25, 1955. 
Ye 
ation Subcommitt Senate Committee on Interstate 
Commerce, Washington, D.C 
MAN: On May 5, 1955, Mr. Ramsey Potts, Jr., presented before 
a prepared statement purportedly on behalf of the members of 
Militar Air Transport Association. This is to advise that 


cana, Ine., is a member of said association for the sole purpose 

loing military business with the United States Government, and that said 
associa nh was never authorized to appear before your committee, or any other 
committee, to represent the views of Aerovias Sud Americana, Inc,, with respect 


to pend he leg slation 


As a matter of fact, this company uns ‘rably opposed to certain proposals 


contained in Mr. Potts’ statement. 
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United States Senator, Sena 


DEAR SENATOR MAGNUSON 
deadline, but I feel that there 
members of the committee of the following 
On page S of Inv statement I pointed ou 
reduce the training of international flight 
Trans World Airlines, Inc., has forn 


enbin attendants will attend wet ditching d ( 


as has been the practice. This was undoubtedly 


draft release tightening safety training of 
that Mr. Rizley will be requested not to tighte: 


If the senior Senacor from Washington was in attendance 
concerning the flow of narcotics into the port of New Yor 


the following information quoted by the Bureau of Customs 


Port of New York Internat al arrivals. 


I hesitate to use figures which are taken from verbal testimony, but I am 
sure that the committee may obtain immediate verification from the 
Customs, Enforcement Division. 
To those of us engaged in the air transportation industry, thes 
no surprise. In my opinion, international arrivals b 
vessel arrivals by at least 40 percent in fis 156 
There is but one question. When are air passengers going to be given adequate 


protection by the rigid training and impartial examination of cabin attendants? 
Sincerely, 


CHAMBER OF COMMERCE OF THE UNITED STAT! 
Washington 6, D. ¢ 
Hon. A. S. MIKE MONRONEY, 
Chairman, Subcommittee on Ariation. 
Committee on Interstate and Forcian Comme ree, 
{ nited States Ne nate, Wash noton 2), D.¢ 


Dear SENATOR MONRONEY: The Chamber of Commerce of 
to express the views of its members on certain i 





360 CIVIL AERONAUTICS ACT AMENDMENTS OF 1955 


and S. 308, the omnibus aviation bills pending before your subcommittee. 

The Chamber agrees with the requirement for a showing of public need before 
authorization of air transportation, the need for regulation of contract air car 
riers, and the gradual withdrawal of air-transport subsidy. It opposes the exten 
sion of rate regulation to the international field. 

Specifically, our membership believes that: 

(1) The policy of the Civil Aeronautics Act establishing regulated competition 
in air transportation is sound, and the exemption authority contained in the act 
should be used only in limited and exceptional circumstances. To the extent that 
there is a public need for air-tral sport service now being offered under the irregu 
lar carrier exemption, this need may be met by the issuance of certificates autho: 
izing such service upon proof of public convenience and necessity and the fitness 
of the applicant. This burden of proof should be upon the applicant and not 
upon the Civil Aeronautics Board, as advocated in proposed amendment C t 
S. 1119. The enactment of this amendment would completely reverse the basi 
principles of the Civil Aeronautics Act, and all other similar acts passed bj 
Congress to regulate carriers and public utilities. 

(2) The rates and service of contract carriers by air should be regulated 
under the Civil Aeronautics Act, in order that there may be a determination 
in each case as to whether the operation is a bona fide contract service or in 
reality that of a common carrier Enforcement of the act is deficient without 
this information. 

(3) Government financial aid to domestic air transportation should be limited 
to a reasonable development period and should be gradually withdrawn as the 
industry becomes established. Further, the existence of a route certificate 
should not in itself obligate the Government to continue subsidizing a service 
if it is determined that the cost has become disproportionate to the publi 
benefit It is recognized that great Strides have been made in the past few years 
toward self-sufficiency of air transport, with subsidy becoming an increasing]; 
less important part of carrier revenues. We believe that this trend should be 
encouraged in every possible way. 

(4) Authority should not be granted to the Civil Aeronautics Board to regu 
late rates in international air transportation. No valid need has been shown 
for the substitution of governmental ratemaking for the flexible conference-type 
of ratemaking now in existence through the International Air Transport 
Association. 

The grant of this authority would be especially objectionable since, under 
a provision in most of our bilateral air-transport agreements, the United States 
Government has contracted with other governments to submit any contested 
rate of American international air carriers to the International Civil Aviation 
Organization for an advisory report, and to use its best efforts under the powers 
available to it to put into effect the opinion expressed in such a report. The 
International Civil Aviation Organization, as you know, is an international 
body composed of government representatives. 

Under existing law, the powers available to our government over international 
air rates are not extensive but if the authority to fix minimum rates proposed 
in these bills were granted, the Civil Aeronautics Board would be obligated to 
put into effect the rate agreed upon in ICAO, where the American air carriers 
concerned have no direct voice. We do not believe that American-flag carriers 
should be subjected to the authority of an international governmental body. 

We would appreciate it if you would make this letter a part of the record of 
your hearings. 

Cordially yours, 
CLARENCE R. MILEs, 
Vanager, Legislative Department 


Hon. Ross RIz.ry 
Chairman, Civil Aeronautics Board. 
Department of Commerce, Washington, D. C 

DeAR Mr. CHAIRMAN: In a statement of the views of the Chamber of Com 
merce of the United States on certain issues involved in S. 1119 and S. 308 
submitted by letter to me from Clarence R. Miles, manager, legislative depart 
ment, under date of May 16, a number of reasons are presented in opposition 
to granting to the Civil Aeronautics Board authority to regulate rates in inter 
national air transportation. 
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The following are the reasons presented by Mr. Miles on behalf of the chamber 

“Authority should not be granted to the Civil Aeronautics Board to regulate 
rates in international air transportation. No valid need has been shown for 
the substitution of governmental ratemaking for the flexible conference-type 
of ratemaking now in existence through the International Air Transport Asso- 
ciation. 

“The grant of this authority would be especially objectionable since, under 
a provision in most of our bilateral air-transport agreements, the United States 
Government has contracted with other governments to submit any contested 
rate of American international air carriers to the International Civil Avia 
tion Organization for an advisory report, and to use its best efforts under the 
powers available to it to put into effect the opinion expressed in such a report. 
The International Civil Aviation Organization, as you know, is an international 
body composed of government representatives. 

“Under existing law, the powers available to our Government over inter 
national air rates are not extensive but if the authority to fix minimum rates 
proposed in these bills were granted, the Civil Aeronautics Board would be 
obligated to put into effect the rate agreed upon in ICAO, where the American 
air carriers concerned have no direct voice. We do not believe that American- 
flag carriers should be subjected to the authority of an international govern 
mental body.” 

I shall appreciate it if the Board would review the issues presented by the 
chamber and give me your comments thereon for inclusion in the record 

Sincerely, 
MIKE MONRON! Y, 
Chairman, Aviation Subcommittee, Senate Committee on Interstate and 
Foreign Commerce, 


Civi AERONAUTICS Boarp, 
Washington 25, D.C., May 27, 1955. 
Hon. A. S. MIKE Monroney, 
Chairman, Aviation Subcommittee, 
Committee on Interstate and Foreign Commerce, 
United States Senate, Washington 25, D.C. 

DeaR MIKE: The Board is pleased to have this opportunity to express its 
views concerning the comments of Mr. Clarence R. Miles, manager, legislative 
department, of the Chamber of Commerce of the United States relating to legis 
lation granting Board authority over rates in foreign air transportation of 
United States air carriers. 

In the Board’s opinion, the views expressed by Mr. Miles are not well founded 
The gist of Mr. Miles’ argument appears to be (a) that passage of the legislation 
would substitute a governmental rate machinery for the conference-type of rate 
making in the International Air Transport Association (IATA), and (b) that 
the executive branch of the Government, by means of bilateral air-transport 
agreements, has contracted away certain rights of its air carriers regarding the 
fixing of rates which the passage of legislation granting rate power to the Board 
in this field would fully implement and subject United States air carriers to 
rate control by an international body. 

The Board believes on the contrary that passage of the legislation would 
strengthen our carriers’ position in IATA, whose ratemaking machinery the 
Board continues to endorse. With respect to the second and principal point 
raised by Mr. Miles the Board believes that, under present law, United States 
air carriers, far from being independent to fix whatever rate they choose, are 
subject to almost complete rate control by the foreign countries to which they 
operate, without this Government having any effective power to back up our 
earriers in their contentions. The enactment of rate-control legislation would 
bring into force provisions in these agreements divesting foreign countries of 
this power and placing it in major part in the hands of the Civil Aeronautics 
Board. In effect, passage of this legislation would give the United States control 
over the rates of our carriers which now is in foreign hands. 

The fallacy in Mr. Miles’ argument lies in the unexpressed assumption that 
air carriers, in the absence of international agreement, are free to charge any 
rate they may decide upon. His logic, which might have certain application in 
the maritime field where the doctrine of freedom of the seas prevails, has pre 
cisely the reverse application in the aeronautical field. In aviation, there is no 
freedom of the air. National sovereignty in airspace is reaffirmed by the Chicago 
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tional rates. For the reasons stated above, we do not believe that the consid 
ations advanced by the chamber of commerce justify a change in this position 


Sincerely yours, 
Louis 8S. RoTHSCHILD 


(CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington 6, D. C., June 14, 1955 
Hon. A. S. MIKE MONRONEY, 
Chairman, Subcommittee on Aviation, 
Committee on Interstate and Foreign Commerce, 
United States Senate, Washington 25, D.C. 

DeAR SENATOR MoNroNEy: Thank you for the opportunity you have given u 
in your letters of May 27 and 31, to comment further on the views of the Ci 
Aeronautics Board and the Under Secretary of Commerce for Transportatio 
with respect to the proposal to grant the Board authority over rates of United 
States flag carriers in foreign air transportation. 

Acting Chairman Adams, speaking on behalf of the Civil Aeronautics Board 
says it is interested in protecting United States flag carriers from the actions of 
foreign governments. To us, his interest appears paternalistic, however, and 
paternalism, even if it could be assured that it would always be used in the bes 
interests of the public, should not be a motivating force in authorizing increas: 
Government regulation. It is the view of the chamber’s membership that Goy 
ernment controls should be authorized only where needed to protect the publi 
interest. Moreover, we are not prepared to accept completely the view that gov 
ernmental intervention in international rate matters under present authority has 
always furthered the best interests of our carriers or the public, or that it would 
in the future 

The Board’s letter stresses the point that foreign governments have almost 
complete control over the rates of United States flag carriers and, if the CAB 
is given the power it asks, implies that it will be used to strengthen the positio 
of our carriers. We agree that national sovereignty in airspace is reserved to 
each party to the International Civil Aviation (Chicago) Convention, and that a 
veto power over rates of international air carriers is reserved to each country that 
is a party to the Bermuda-type bilateral air agreement. These, however, ar: 
reciprocal and do not give other countries any more power over United States 
flag carriers than they do the United States over foreign air carriers. 

We, therefore, do not understand the emphasis placed by the Board on any raté 
control that may be exercised by foreign governments over United States-flag 
carriers. Furthermore, we have no assurance that any present protective pro 
visions of foreign governments would be relinquished if the power now asked fo 
the CAB were granted, or that the rate-protective provisions of the Bermuda 
type agreements would automatically change the situation. 

Arguments in the Board's letter, based upon a stated desire to give greate! 
flexibility as free agents to United States-flag carriers in international rate mat 
ters and to eliminate a veto power from foreign governments, are not impressive 
when related to the proposed legislation. It would not appear to us that eithe: 
greater flexibility, or freedom to act by the United States-flag carriers, or any 
lesser exercise of veto powers by our Government, would be likely to result from 
the proposed legislation. The greater the control and veto power exercisable b 
our Government, the greater is the prospect of reciprocal insistence upon exe! 
cises of control and veto actions by foreign governments. Moreover, the heav) 
hand of government control has never been conductive to greater flexibility. 

The Board's letter might also give the impression that it does not now quite 
effectively control the international rates of carriers in the International Air 
Transport Association (IATA). This would be erroneous. Under its power t 
approve or disapprove agreements among carriers, including the very IATA 
machinery itself, the Board has disapproved rates, fares, and charges, and rules 
affecting them, because of the level of the fare or for one or more of a variety 
of reasons. We are informed, moreover, that even before rate proposals are to 
be presented by United States-flag carriers at IATA rate conferences, the car 
riers customarily are advised in advance by the Board or its staff concerning 
what positions they may be free to urge or support. In actual practice and 
effect, therefore, the Board’s present control of rates of certificated international! 
air carriers in this manner is quite extensive. 

The Board’s letter appears to lay great stress on the prospect of actually) 
putting rates into effect where there is international disagreement. This, to us 
is unrealistic. If this were to become the practice, more than likely objections 
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and resistance by foreign governments would merely lead to elimination of that 
feature from the bilateral agreements. In addition, we understand the extent 
to which our Government now concerns itself with and disapproves matters unan 
imously agreed to in IATA has been of far more international concern than has 
been the extent of the Board’s willingness to approve IATA decisions. 

The CAB already appears to be quite sensitive to opposition of foreign govern 
ments. There appears no reasonable basis to assume that considerations of 
comity would be regarded any less seriously by the Board if the power to establish 
a disputed rate pending possible international arbitration were complete. 

Because the Board’s letter was much more detailed, we have concentrated on 
it. We believe that the above observations also largely cover the comments con 
tained in the letter from the Under Secretary of Commerce for Transportation 
We do want to comment specifically on one statement in the letter, however 
The Under Secretary states that he feels sure that the Board, if granted this 
authority, would exercise it in such manner as to avoid any curtailment of LATA’s 
effectiveness. We believe in awaiting a definite showing of need for authority in 
the public interest, rather than relying on confidence in any particular group of 
men serving on a governmental body at any particular time. Contrary to the 
Under Secretary's expectations, experience shows that once authority is granted, 
it is generally used. 

We are still of the opinion that no valid need has been shown for the sub 
stitution of governmental ratemaking for the flexible conference type of rate- 
making now in existence through IATA, that increased governmental regulation 
would further complicate the processes of ratemaking in international air trans- 
portation, and that to grant the powers proposed would, in effect, subject United 
States-flag carriers to the authority of an international governmental body, the 
International Civil Aviation Organization. We urge that the authority of the 
Civil Aeronautics Board over air-carrier rates not be extended to the inter 
national field. 

Cordially yours, 
CLARENCE R. MILES 


DEFENSE TRANSPORT ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
Washington, January 19, 1955. 
Hon. WARREN G. MAGNUSON. 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D.C. 

DEAR SENATOR MAGNUSON: Receipt is acknowledged of your communication 
of January 13, 1955, addressed to Hon. James K. Knudson, Administrator, 
Defense Transport Administration, and enclosing a copy of S. 308 introduced 
by Senator Bricker. 

This bill would amend the Civil Aeronautics Act of 1938, as amended, and it 
appears that it is identical to certain portions of S. 2647 of the 83d Congress. 

Because of the jurisdiction of the Defense Transport Administration does not 
extend to air transportation, this agency does not have any particular interest 
in the measure. However, I appreciate your affording me the opportunity to 
comment on the bill. 

Very truly yours, 
OWEN CLARKE, Administrator. 


Bronx 57, N. Y., May 20, 1955. 
Hon. WARREN G. MAGNUSON, 
United States Senator, Senate Office Building, 
Washington, D. C. 

DEAR SENATOR MAGNUSON: Thank you for your kind letter of May 13 and its 
informative enclosure, 

If I had thought that either you or Senator “Mike” were not concerned with 
aviation, its present and future, I should not have initiated my letters. Over a 
period of years, one can gain an accurate picture of our lawmakers from the pro 
ceedings reported in the Congressional Record. 

Unfortunately, Mr. O’Connell is handicapped by the fact that he does represent 
a large group. The TWU is in the bargaining business and must give here to 
gain there. 

More than 90 percent of our airline cabin attendants are represented by the 
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The advantage of scheduling transocean flights during the hours of d 
less to facilitate celestial navigation has been lost The jet-black night 
wa potential killer. 

In a ditching operation where every variable is favorable to survival, 
cey to passenger rescue is the cabin attendants. The cabin attendant m 
ontinually observed his charges. He must be familiar with the circumstance 
of every passenger. When an emergency arises, the cabin attendant must 
ustantly assume command of the situation and be able to find and operate 
every piece of emergency equipment in total darkness under conditions of 


extreme physical discomfort. To accomplish this responsibiilty the cabin 


ttendant must be thoroughly trained and continually retrained. Knowledge 
of survival must be at fingertips, skillful, sensitive fingertips. 

The Air Safety Division of MATS, our Military Air Transport Service, will 
ffer an impartial analysis of the ditching I have just described. I believe 
that any air officer will state that I have actually minimized the complex 
problems of a crash and evacuation. I have omitted some points which would 
n all probability raise the hair on the neck of a person sensitive to certain 
topics. Then there is the question of existing on the open sea, an art in itself 

After many sad experiences with wartime military air disasters, MATS 
has assembled the data and prociaimed the critical position of the cabin atten- 
dant, or “flight traffic specialist.’ MATS now requires cabin attendants to 
undergo intense training and retraining. Our GI attendants must annually 
pass rigid examinations covering emergency procedures in land and sea crashes 
His knowledge of other vital duties is carefully checked before he is issued 

certificate of competency, a certificate which is valid for only 1 year. An air 
traffic specialist cannot be assigned to cabin duty without such a valid and 
current certificate. 

MATS Manual 55-1, Transport Operations Manual, outlines the position of the 
military. Section 21.12.5 of this manual covers currency requirements, provid 
ng for training in simulated land and sea crashes. Retraining requisites are 
covered by subparagraph .5 of the above stated chapter, and again in subpara 
graph .6. 

Now what about the position of the air carriers and the Civil Aviation Board? 
Both sides of the aisle are violently opposed to Federal examination and certifica 
tion of airline cabin attendants. What is responsible for this unique agreement 
between the Martins and the Coys? 

The carriers find it necessary to almost daily staff a few flights with ground 
personnel—ticket agents, passenger-handling people, or any available employee. 
This situation is caused by an actual shortage of regular attendants, a shortage 
usually caused by Scrooge-like personnel scheduling practices or by an outright 
refusal of management to pay overtime wages to one employee when there is a 
surplus of hours with other employees. 

Of equal or probably greater importance to the carriers than the needs of cover- 
ng daily schedules is the labor weapon gained by CAB’s avoidance of the cabin 
attendant. As long as cabin attendants are not subject to intensive training pro- 
grams and Federal certification, a carrier may offset a strike of cabin personnel 
by utilization of file clerks, typists, reservation people, or any other category of 
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employee willing to accept a temporary flight assignment. Pan American Air: 
lines recently demonstrated this alternate system when regular cabin attendants 
called a strike 

The Civil Aeronautics Board, on the other hand, is so involved in domestic and 
international politics which all but handcuff American carriers attempting t 
compete with foreign airlines, that it has graciously thrown a bone to the dog 
by avoiding a practical approach to the question of supervising cabin attendants 
CAB claims that the safety factor to be gained in placing cabin attendants unde: 
the Civil Aeronautics Administration would not justify the paperwork and ad 
ministrative workload involved therein. This is just so much “bunk.” 

There are more than adequate facilities in CAA to quickly adjust to supervision 
of cabin personnel. All that would be required would be the ordering of a half 
dozen or so forms from the Government Printing Office. As a long-time sub 
scriber to the Record and weary scanner of remarks printed in the Appendix, 
I defy any past or present member of the Congress to state that the welfare of the 
American public is not worth a few hours of the annual schedule of the Govern 
ment Printer. 

The CAB claims further that the carriers are adequately training and ex 
amining cabin attendants. Since CAB does not require an impartial examina 
tion of cabin personnel, how can the Board make such a positive statement? 

I have boarded an aircraft to find charming young ladies who after years of 
service did not know where to fasten an emergency evacuation ladder. I have 
even discovered personnel who did not know that such a piece of equipment 
existed 

During the initial training period following employment, the carriers usually 
devote a few lectures to emergency procedures. Once out of a classroom, the stu 
dents quickly forget the information presented. It is common knowledge that the 
human brain quickly discards matter impressed by rote but never used again. 

For the benefit of airline personnel engaged in transocean flights, the United 
States Coast Guard provides annual excursions featuring a pleasant cruise on 
a liferaft on some well-sheltered sound or bay. For the most part the only thing 
absorbed is the summer sunshine. This is not the fault of the Coast Guard but 
the result of the lackadaisical attitude of the mixed groups attending these wet 
drills. Flight deck crew members participate in such exercises every 3 years, 
cabin attendants each year. The carriers, however, are now endeavoring to place 
cabin attendants in the same category as other crew members; one wet drill every 
3 years 
Aside from emergency duties, cabin attendants are required to operate and 
conduct premaintenance inspections of varied equipment. There are ovens and 
other heating devices which if misused could easily result in an uncontrollabk 
fire. The electric and electronic devices provided for passenger service on board 
a modern airliner are so complex and numerous that intemperate use can cause 
a power failure and possible crash 

With reference to training and proficiency in first aid, it has been more than 
10 years since a girl had to be a registered nurse to be engaged as an air hostess 
Visualize the plight of an ill or injured passenger at the hands of someone who 
thinks that a tourniquet is a social affair for golfers. Picture the horribly burned 
face of a passenger who has been given oxygen while wearing a petroleum base 
lipstick. 

The air ministries of Europe, and France in particular, are leading the way 
in proper training and government certification of airline cabin attendants. Our 
own MATS has an excellent system which could be put into effect by the CAA 
in a matter of days. But Mr. Rizley and his group, wrapped in redtape and 
armed with a dictionary insist that there is no reason to place cabin attendants 
under the CAA. 

To Mr. Rizley I say that if he is correct in his stand then we must grant that 
the same carriers who examine cabin attendants can supervise the training and 
conduct the examination of all other crew members. We can have a 50 percent 
r. i. f. in the Civil Aeronautics Administration and save the taxpayer millions of 
dollars every year 

Gentlemen, words are worth just so much. I only wish that I could take every 
member of this committee on board a fully loaded tourist aircraft.to witness a 
simulated ditching or crash landing. I am quite sure that every member would 
return to Washington with the firm conviction that the safety and welfare of the 
American public demands the impartial examination and certification of the 
airline cabin attendant 
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DEPARTMENT OF STATE, 
April 29, 1955 
Hon. WARREN G. MAGNUSON, 
Committee on Interstate and Foreign Commerce, 
United States Senate 

DEAR SENATOR MAGNUSON: Reference is made to your letters of February 21 
ind March 24, 1955, requesting the comments of the Department of State with 
respect to 8. 1119, a bill to amend the Civil Aeronautics Act of 1938, and for 
ther purposes, and four amendments thereto. 

The Department has reviewed the bill and amendments from the standpoint 
if the current development of international aviation and the effect which enact 
ment might have on the foreign relations of the United States. There are certain 
sections of the bill which are believed to be of primary significance to inter 
national aviation, with respect to which detailed comments are included in the 
text of this letter. In addition a series of brief comments on certain other sec 
tions are set forth in an attachment to this letter. 

Section 11 of S. 1119 provides for the deletion of section 1 (29) of the Civil 
\eronautics Act of 1938, as amended (renumbered as section 1 (31) by section 
10 of S. 1119), and the substitution of a new paragraph (31) therefor, defining the 
term “Possessions of the United States’. It is suggested that the revised defini 
tion be further amended to include territories (such as Okinawa) for the admin 
istration of which the United States is responsible under arrangements other 
than trusteeship agreements or temporary military occupation pending the ter- 
mination of any hostilities by a treaty of peace. This could be accomplished by 
adding after subparagraph (c) a new subparagraph to read substantially as 
follows: “Any territory for the administration of which the United States is, or 
may become, responsible under any treaty or other international arrangement ; 
provided that nothing in this subparagraph shall be construed to apply to terri 
tories under temporary military occupation by the United States.” 

Section 17 of 8S. 1119 provides for amendment of section 402 of the Civil Aero 
nautics Act of 1938, as amended, by adding a new subsection (i) which would 
grant the Board authority to set aside or suspend any rate, fare, charge or 
service in foreign air transportation of a foreign air carrier upon a tinding that 
such action is necessary in the public interest. 

The Department welcomes the opportunity to support this proposal. Together 
with the extension of Board control over minimum foreign air transportation 
rates, fares, and charges of United States carriers as well as rates and charges 
for foreign air contract service by United States and foreign air contractors as 
proposed in section 382 of S. 1119, such authority would strengthen the United 
States negotiating position in protecting the rights and privileges of United States 
carriers in foreign countries and in fostering the orderly development of foreign 
iir transportation. 
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Ie 
) and (e) It is anticipated that enactment will improve aviation relations 
between the United States and foreign countries and, in conjunction with exten 
sion of limited control over rates and practices of foreign air carriers as provided 
n section 17 of S. 1119 will strengthen the position of the United States Govern 
ment in fostering the orderly development of foreign air transportation and for 
eign air contract service 
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As was mentioned in the second paragraph of this letter, additi 


have been included in the enclosed summary 


The Department has been informed by the Bureau of the Budget that there is 


no objection to the submission of this report 


wt mpely ° dati 
Sincerely vours Piaruston B. Morton 


issistant Necretaru 


(For the Secretary of State) 
ATTACH MENT TO LETTER COMMENTING ON S. 1119 S47TH CONGRESS 


TITLE I GENERAL PROVISIONS 


Paragraph (19) of section 1 of the Civil Aeronautics Act of 1938, as amended 
defines “foreign air carrier.” Unlike the corresponding definition of “air car 
rier” contained in paragra 2) of section 1 of the act, this paragraph does not 
give the Civil Aeronautics Board the authority to grant exemptions from provi 
sions of the Act in appropriate cases. It is recommended that there be added t 
paragraph (19) a proviso comparable to that contained in paragraph (2), whic 
would read substantially as follows: “Provided, That the Board may by order 
relieve foreign air carriers who are not directly engaged in the operation of 
aircraft in foreign air transportation from the provisions of this act to this ex 
tent and for such periods as may be in the public interest.’ 

The permissive nature of the authority granted to the Board by such a pro 

so and the requirement that the exemption shall be of the extent and for such 
periods as may be in the public interest will insure a careful scrutiny of the 
advantages and disadvantages resulting from any exemption At the same time 
such a proviso would make it possible to relieve foreign enterprises which engage 
n activities such as freight forwarding from requirements which a strict in 
terpretation of the act might dictate. In many ecases the ability to grant exemp 
tions in appropriate cases could provide a basis for freedom from restrictions by 
foreign governments on United States enterprises conducting similar businesses 
On the other hand imposition of restrictive regulations by this Government might 
result in ill feeling abroad and consequent retaliatory action against United 
States aviation enterprises. 

Section 6 of S. 1119 provides for a new paragraph (22) of section 1 of the 
Civil Aeronautics Act of 1988, as amended, to define the term “foreign air cor 
tractor.” Indirect contractors are included in the definition This definition 
does not have a proviso permitting exemptions il appropriate CASES In this case 
as in the case of the “foreign air carriers” authority to grant exemptions with 


‘egard to the activities of indirect contractors would be desirable It is there 


fore recommended that a proviso con parable to that contained in section 1, para 
» 


graph (2) of the Civil Aeronauties Act of 1988 be included in this paragrapl 


I\ ATR CARRIER ECONOMIC REGULATION 


Section 15 of S. 1119 which provides for amendment of section 401 an 
and conditions of certificate,” of the Civil Aeronanti« Act of 19358, as amendes 
would retain without change the fourth sentence of the subsection. That sen 
tence provides that a certificate may not restrict the right of an air carrier “te 
add to or change schedules * * as the development of the business and the 
demands of the public shall require.” 

This provision was included in the act before the United States had such expe 
rience in international operations. Subsequent experience, especially in cases 
where United States carriers are competing with other United States as well as 
foreign carriers for the same traffic, has shown that the competitive desires of 
the carriers and the national interest of the United States are not always the 
same. The committee may wish to consider whether this subsection should be 
further amended to require that each carrier take into account the manner in 
which its increases in service will affect not only the particular service in which 
that carrier is interested at the time, but also the welfare of the transportation 
System of the United States as a whole. A broad undersanding of the services 
being offered by United States air carriers, and by foreign air carriers, and of 
the effect that might result from changes in that service is necessary to prevent 
actions which may actually retard the United States air carriers by reason of 
creating or intensifying restrictive tendencies on the part of foreign governments 

Section 16 of S. 1119 retains without change (as 401 (h) (1)) section 401 (h), 
“Authority to modify, suspend, or revoke,” of the Civil Aeronautics Act of 1938, 
as amended. 
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It is suggested that the words “or the national] interest” be inserted after thy 
word ecessity” in the first stentence of the subsection. This addiion woul 
enable the Board to alter, amend, modify, or suspend the whole Or part of an 
certificate authorizing an air carrier to engage jn foreign air transportatio; 
upon a finding that such action is required in the national interest, 

Section 16 of S 1119 includes a Provision for a hew subsection (401 (h) (2 
empowering the Board. under specified conditions, to order an air carrier to mak, 
reasonable extension of its existing Service (including foreign air transports 
f0n), provided such extension is required “* * * for the maintenance of coop 
erative relationships between the | nited States and any foreign country or othe; 
Wise to further national policy: * * ere 

In supporting the Proposal, the Department suggests that an appropriate pri 
vision be added which would empower the Board to order cancellation of suc} 
extension, if required, should the basis for the original order cease to exist 

An amendment to S$ 1119 introduced on March 23, 1955, provides for an amend 
ment to section 403 (pb) of the Civil Aeronautics Act of 1938, as amended, to per 
mit free and reduced rate transportation of ministers of religion, 

If enacted, the proposed legislation Would specify that both United State 
and foreign air carriers could, under terms and conditions prescribed by the Ci, il 
Aeronautics Board. carry ministers of religion free of charge or at reduced rates 
This would be equally applicable to transportation performed in the United States 
by United States Carriers and to international transportation performed by bot) 
United States and foreign carriers. The interest of this Department is con 
fined to the application of the legislation to international transportation. 

Under the existing provision of the Civil Aeronautics Act, as amended, the 
carriers may provide free or reduced fare transportation in Overseas or foreign 
air transportation to the persons now Specified in section 403 (bh) and “to such 

other persons and under such other circumstances as the Authority ( Board) may 
by regulation prescribe.” In order to prevent impairing the economic position of 
the carriers through dilution of revenues, it is desirable to keep the Classes of 
persons for whom free and reduced fare transportation is provided to the mini 
mum consistent w ith utilization of aircraft in the public £00d or to relieve hard 
Ship. The Department understands that section 403 (b) does not now preclude 
the Civil Aeronautics Board from approving individual applications of United 
States and foreign air carriers for permission to provide free or reduced rate 
overseas and foreign air transportation for ministers of religion. Therefore, the 
Proposed amendment would change the Situation by making it clear that minis 
ters of religion as a class may be given this advantage rather than leaving the 
matter to the discretion of the Civil Aeronautics Board, and by making it clear 
that the Privilege also extended to interstate air transportation. Since there have 
been no representations made to this Department concerning the desirabiliy of 
such a practice. there is no reason to believe that the enactment of the legislation 
Will satisfy any outstanding need involving foreign air transportation. How 
ever, the Department would not interpose any objection to the enactment of the 
proposed legislation. 
An amendment to § 1119 introduced on March 23, 1955 provides (among other 
things) for the insertion of a new section (19A) to S. 1119 to ; 


amend the Ciyj] 
Aeronautics Act of 1938, as amended, by inserting at the end of Section 408 
thereof new sections (f) and (g) 


regarding negotiations for control and acquisi 
tion of contro] of an air carrier by other persons. 

Inasmuch as the term “persons” as defined in Section 1 (27) of the Civil] 
Aeronautics Act of 1938, as amended, is not limited to persons or firms of United 
States nationality and in view of the provisions of the amendment to section 
401 (h) (2) and new section 450 (g) (2) to the act as Proposed in sections 16 

amend these provisions in 
intended to Permit control of 
a United States air carrier by persons other than United States citizens. 

Section 20 of § 1119 amends paragraph (2) of section 416 (b), “Exemptions.” 
of the Civi] Aeronautics Act Of 1938, as amended. It is recommended that section 
IS permitting the Soard 
States air Carriers) from the 
ition of foreign air Carriers is in the 


and 21 of § 1119, it is suggested that the committee 
such a way as to make it clear that they are not 


416 (b) be further amended by the addition of Pprovisior 
to exempt foreign air carriers (as well] as United 
requirements of title IV, where such exem] 
national interest 
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riTLE IV—A AIR CONTRACT SERVICE REGULATION 


Subsections 450 (b), 450 (e) and 452 (b) appear to indicate that air contract 
service is limited to the carriage of commodities only, whereas the term as defined 
in section 5 of 8S. 1119 expressly refers to the carriage of persons. It is suggested 
that appropriate amendments be made to reflect the intent of the committee 

Subsection 450 (b) and 452 (b) require that copies of contracts for air contract 
service be filed with the Civil Aeronautics Board. 

While it is recognized that the drafters of the bill probably did not wish to 
give more favorable treatments to foreign air contractors than to United States 
air contractors, the committee is requested to take into account the undesirable 
consequences of requiring foreign air contractors to file copies of their contracts 
Particularly in cases where citizens of one country are applying to the govern 
ment of another country for authorization to do business, the contracts entered 
into by such citizens are considered as of such competitive business significance 
that a requirement that they be filed with the regulatory authorities of the 
other government would be considered as competitively untenable. Therefore, 
it is recommended that the United States should not establish a requirement 
which could induce foreign governments to establish retaliatory measures which 
United States citizens engaging in business of the nature of air contractors would 
find detrimental to their business. 

Section 454 (b) (1) and (2) authorizes the Civil Aeronautics Board to grant 
certain exemptions to United States air contractors. 

It is recommended that section 454 (b) (1) and (2) be expanded to permit the 
soard to exempt foreign air contractors as well as United States air contractors 
from the requirements of title IV-A, wherever such exemption of foreign air 
contractors is in the national interest. 

In addition to the specific amendments to the Civil Aeronautics Act of 19388, as 
amended, which have been proposed in 8S. 1119, the Department recommends that 
the committee consider further amendments to the act, as follows: 

Section 402 (b) empowers the Civil Aeronautics Board to issue a permit to a 
foreign air carrier if it finds that such carrier is “fit willing, and able properly 
to perform such air transportation and to conform to the provisions of this act 
and the rules, regulations and requirements of the Authority (Board) hereunder, 
and that such transportation will be in the public interest.” 

The Department recommends that the text of section 402 (b) be deleted and 
the following substituted therefor: “(b) The Board is empowered to issue a per 
mit (1) if it finds that such carrier is fit, willing, and able properly to perform 
such air transportation and to conform to the provisions of this act and the rules, 
regulations, and requirements of the Board hereunder, and that such transporta- 
tion will be in the public interest, or (2) if such air transportation is covered by 
an agreement between the Government of the United States and the government 
of the foreign nation in which such a carrier is organized, and if such carrier has 
been designated by the government of such foreign nation for the operation 
of the service agreed. upon.” 

The above-suggested revision would empower the Board to issue a permit if 
either of the two alternatives are met. 

It is suggested that a provision be added to section 501 (c), requiring that eligi 
bility for registration must be established to the satisfaction of the Civil Aero 
nautics Administration, and in accordance with regulations established by the 
Administration particularly when the aircraft previously was registered in a 
foreign country. 

It is also suggested that section 501 (e) “Suspension or Revocation” should 
authorize Administration action not only for any cause which renders the air 
craft ineligible for registration (the requirements of which are specified in sec 
tion 501 (b), but also when the aircraft has been used in a manner detrimental 
to the national interest. Such authority would enable the United States to take 
appropriate action to prevent the continued operation of an aircraft which might 
be used by its United States citizen owner, or by a charterer or lessee, in activi 
ties of an illegal nature or of a nature contrary to the international commitments 
of the United States 
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AERONAUTICAL TRAINING SOCIETY, 
Washington 6, D.C., April 26, 1955 
Hon. A. S. MIKE MONRONEY, 
Chairman, Aviation Subcommittee, 
Senate Interstate and Foreign Commerce Committee, 
Senate Office Building, Washington, D.C 

DEAR SENATOR MONRONEY Because 8. 308 has implications which appear 1 
transcend in importance the immediate results which Senator Bricker’s bil 
would bring to pass, we should like to comment on some of the aspects of the bil 
as related to the Nation’s poo] of technically trained manpower. 

If we read it correctly, this bill would largely nullify the requirement that 
CAA rated airplane and engine mechanics be employed in the repair and return t: 
service of aircraft by a “certificated repair station, by a certificated air carrier 
in its maintenance or repair shops, or by a manufacturer of aircraft, aircraft 
engines, propellers, or appliances.” The language (starting on line 22 of page 
2 of the bill) leads to the conclusion that the requirements for use of certificated 
airplane and engine mechanics at line points or places other than shops of ai: 
earriers would not be abolished but that in the shops of such airlines, in certifi 


f 


cated repair stations, and by manufacturers, the requirements for the use of 


such personnel would be lifted. 

Since manufacturers are dealing with new airplanes, production of which 
appears generally to be standardized, it is possible that the substitution of 
corporate responsibility for that of the licensed mechanic might work in that 
field alone. However, it does not appear that such a substitution could be made 
in the case of most airlines and repair shops without endangering the principles 
of maximum safety for the traveling public. This would become increasingly 
true of such a provision were allowed to stand for several years because inevi 
tably the proposal that airplane and engine mechanics need not be hired it 
the shops to repair aircraft or return them to service would result in watering 
down the technical know-how which is the essential ingredient of safe aircraft 
repair and operation 

While we believe that from the immediate angle of safe operation alone S. 30s 
does a disservice to the country, Aeronautical Training Society, the national 
organization of aviation training, suggests that this question of elimination of 
the requirement that mechanics of definite minimum training and know-how be 
used as indicated above has a larger aspect. It is that this legislation, if enacted 
inevitably will result in lessening the supply of aviation mechanics at the very 
time in our Nation’s history when more, not less, mechanics will be needed. 

Never has the demand for mechanics of broad training been so great as it has 
been since 1951. The Air Force has let it be known that it now has a 30 
percent or more shortage of technicians. Some of the airlines which short 
sightedly asked for the elimination of the requirement that Airplane & Engine’s 
be used in their shops are in fact seeking men with that experience and rating 
The larger airlines regularly send recruiting parties to the larger mechani: 
schools when classes graduate in an attempt to sign up these graduates. 

It is a strange anomaly that many of the larger civil Airplane & Engine 
mechanic schools have had to shut down at the very time the demand for their 
graduates has been greatest. Why has this happened? Simply because schools 
cannot run without a reasonable volume of student enrollments. Most of the 
young men who ordinarily would have attended civil Airplane & Engine schools 
have either been called into service or else attracted to occupations where with 
little or no training or experience they can make as much as if they were trained 
technicians 

The shortage plagues both civil aviation and the military. To get its aircraft 
maintained the Air Force has resorted to the production of short term specialists 
You can train a man as an electrician or hydraulics service man in a few months 
but to produce a man with the broad training and experience to enable him to 
say “this airplane is ready to fly” takes greater training. It costs Air Force 
an estimated $14,000 to replace him every time it loses one of these specialist air 
men 

If enacted in its present form the Bricker bill, S. 508, would cut back still 
further our national production of Airplane & Engine mechanics. If you take 
away the meaning of the rating which is the hallmark of certain minimum 
training and experience you destroy the incentive for training for the work 
If the incentive to be a trained mechanic is taken away you will not continue 


to get trained technicians 
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It is to be hoped that every member of your committee will read the analysis 
of the trained manpower situation confronting the United States which appeared 
n Aviation Week’s March 21 issue on page 31. This article makes it clear that 
the Soviet already has far outstripped this country in the production of engineers, 
technicians, and skilled mechanics. This imbalance will become more pro 
nounced if young Americans are deprived of the incentive to become licensed 
\irplane & Engine mechanics as this bill would do. What the Nation's civil 
and military aviation needs is more men of broad mechanical training and 
experience, not less. For these reasons we believe that the law as it relates to 
the use of CAA rated mechanics by airlines and by certificated repair stations 
should not be changed. We therefore urge that this provision as it relates to nul 
lifying the requirement for use of licensed mechanics be eliminated from S. 308 
or any other similar legislation which your committee may be considering. 

Sincerely yours, 
WAYNE WEISHAAR, Secretary 


Senator Monroney. The committee is adjourned. 

(Thereupon, at 11:40 a. m., the committee was adjourned, subject 
to the call of the Chair.) 

(Following are additional statements submitted by S. G. Tipton, 
(seneral Counsel, Air Transport Association and the Civil Aeronautics 
Board. ) 


SUPPLEMENTAL STATEMENT OF S. G. TIPTON, GENERAL COUNSEL, 
AIR TRANSPORT ASSOCIATION OF AMERICA 


This supplemental statement is presented pursuant to the permission granted 
by the chairman of the subcommittee at the conclusion of my previous testi 
mony on this subject. The statement will be divided into three parts. The 
first part will contain a discussion of the various amendments to the bills and 
to the existing law which were proposed during the course of the hearings. 

The second part will contain a brief discussion of certain factual material 
vhich was presented to the committee and which we believe requires some cor 
rection of the record. 

The third part will consist of drafts of amendments which were referred to 
during the course of my previous testimony. 


I. DISCUSSION OF PROPOSED AMENDMENTS 


Amendments proposed by the Civil Aeronautics Board 

Exemption for intrastate carriers.—In his testimony before the subcommit 
tee, Hon. Ross Rizley, Chairman of the Civil Aeronautics Board, objected to the 
provision contained in section 2 of both S. 308 and S. 1119 insofar as it makes 
title IV of the act inapplicable to intrastate air carriers. Mr. Rizley’s objec 
tion was on the ground that the proviso is not only ambiguous, but does not 
go far enough in providing for regulation of intrastate operators which carry 
mail or whose operations may adversely affect interstate commerce. He pro 
posed, in his testimony, an alternative provision which would be added to sec- 
tion 416 of the act, rather than to the proviso in section 1 (2). 

We concur with the views expressed by Mr. Rizley as to the inadequacy of the 
provision contained in section 2 of the bills. It will be recalled that in my 
testimony before the subcommittee, I also expressed the opinion that the bills do 
not go far enough in providing for Federal regulation of intrastate air carriers 
\s to the principle involved, therefore, we have no quarrel with the Civil 
Aeronautics Board. 

We do feel, however, that the alternative draft suggested by the Board is sub 
ject to the same ambiguity which the Board found in section 2 of the bills and 
is also subject to other objections. We should recommend, therefore, that the 
matter be handled as follows: 

Strike out proviso (b) in section 2 of both 8. 308 and 8. 1119 and substitute 
the following: 

“(b) That the Board shall by order relieve from the provisions of title IV, 
subsections (d), (g), (h) and (i) of section 1002, and section 1003 of this act, 
air carriers who are not engaged in air transportation, except for the carriage 
by aircraft between places in the same State of persons or property, the origin 
and destination of which are both in such State, if, and for so long as, the Board 
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e and hearing, that the operations of such air carriers do n 
rectly and adversely affect other air transportation.” 

for experimental operations.—In his testimony before the sul 

Rizley stated that, while the Board would have no objection 

d amendments to section 416 of the act insofar as they would elin 
board’s power to authorize, by eXemption, route-iype operations con 
ith the certificated routes, the Board would find objectionable the 
mination of its power to grant exemptions for experimental services. His dis 
the point indicates that the Board believes that there are situations in 
and experimental types of air-transport operations should be pe 
exemptions granted by the Board and the operators should not by 
through certificate proceedings in order to obtain authority t 
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members are not in agreement concerning this recommendation and we there 
fore take no position on it. 


B. Amendments proposed by the Post Office Department 


Kapansion of subsidy eligibility—The Post Office Department witness, as 
well as others appearing before the subcommittee, recommended that the act 
be changed so as to permit a carrier to be eligible for subsidy even though not 
authorized to carry mail. The present law restricts subsidy to those carriers 
that are so authorized. 

This proposal has been made many times during the past 5 years and has been 
rejected by both the House and the Senate. In 1950, during the consideration of 
proposals to separate subsidy from airmail pay, the Interstate and Foreign Com 
merce Committee of the House reported legislation consistent with the Depart- 
ment’s present proposal. However, that particular amendment was later rejected 
by the same committee and the House passed the bill then under consideration, 
leaving the existing law in effect on this point. 

During the following year, the Senate Committee on Interstate and Foreign 
Commerce considered subsidy-separation legislation and much the same course 
was followed. The bill as it passed the Senate (S. 486) continued to restrict 
eligibility for subsidy to those carriers authorized to transport mail. 

S. 486 was considered the following year by the House committee. The same 
proposal was pressed upon the committee but was again rejected 

These actions by the House and the Senate, and by the two committees having 
charge of this type of legislation, were taken for one very simple reason: The 
Congress was unwilling to take a step which would result in a vast potential ex- 
pansion of the subsidy program at a time when all efforts were directed to de 
creasing, and eventual elimination of, the carriers’ dependence upon Government 
financial support. The law now limits eligibility for subsidy to those carriers 
which carry mail. If the restriction were eliminated, many additional carriers 
would become eligible. 

The amendment now being proposed by the Department, having been so con- 
sistently rejected by the Congress in the past for the reason stated, should be 
rejected again by the committee. 


C. Amendments proposed iy the Comptroller General 


Power to audit domestic affiliates. —The Comptroller General has recommended 
that section 407 (e) of the act be amended so as to make it clear that the Civil 
Aeronautics Board has authority to audit the books of domestic affiliates of air 
carriers. At present, the last sentence of section 407 (e) purports to grant just 
such authority. What the occasion is for this recommendation of the Comptro! 
ler General is not clear to us. So far as we have been able to determine, there 
has never been a case where the Board has been prevented from making any 
audit which it felt desirable, or where the Board’s power to conduct an audit of 
an affiliate has been challenged. Moreover, unless the Board’s audit staff is to 
be greatly expanded, the question of authority to audit persons other than air 
carriers becomes even more academic. According to our information, the Board 
is not able, with its present staff, to audit even the carriers’ books as frequently 
as it regards desirable. It appears to us, therefore, that this recommendation 
of the Comptroller General is directed to a problem which is largely theoretical 
It is not designed to meet any actual problem that has arisen or which is likely 
to arise in the near future. We do not believe, therefore, that the amendment is 
needed, 

Authority to establish depreciation rates.—The Comptroller General has also 
recommended that the Civil Aeronautics Board be given statutory authority to 
prescribe the rates of depreciation to be charged by the carriers for various 
classes of property. Although we recognize that there is a precedent in some 
other regulatory statutes for this proposal, we do not believe that the precedent 
can be appropriately followed in this instance. 

As the committee well knows, a high percentage of an air carrier’s investment 
is represented by flight equipment. It is extremely doubtful whether any public 
service industry has ever seen as rapid improvement in operating equipment as 
has been true in the airline industry during its relatively short existence. The 
competition among the carriers to provide their patrons with the most modern 
aircraft can be described only as “fierce.” Particularly since the end of World 
War II, the demands of the carriers have stimulated the manufacturers to de- 
velop and produce, in rapid succession, many new types and models of transport 
aireraft—Martin 202’s and 404’s; Convair 240’s and 340’s: DC-6’s, DC-6B’s, and 
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IM'—7'’s: Boeing Stratocruisers: and a whole series of Constellation mode! 
Capital Airlines is at the moment in the process of replacing its entire fleet wit) 
turboprop Viscounts. Other United States-flag carriers are reported to hav: 
) orders for foreign-made jet transports and our American aircraft man 
facturers are racing to regain their traditional lead in the development and prs 
duction of new aircraft 

What possible purpose could be served by having a Government agency di 
tute depreciation rates to an industry such as this? Whatever justification ther 

uy be in industries such as the electric power industry and the railroads 

vhere equipment is both relatively well standardized and long-lived, there can 

i0 conceivable justification for having the Government prescribe depreci 
ation rates for transport aircraft and all of the related flight and ground equip 
ment. Individual problems and plans must be taken into account if deprec 
ation rates are to be fixed on a sound basis in such an industry. A standard 
set of rates could not possibly fit all companies at all times and serve the pur 
poses Which depreciation charges are supposed to serve. 

Assume, for example, a case in which airline A places a new type of aircraft 
in operation in 1953, and proposes to depreciate it on a 7-year basis. Airline 
B, which is in competition with airline A for a large portion of its traffic, has, 
let us say, jet equipment on order for delivery in 1960. It wants to make its 
old equipment do until that date, but it finds that it is losing traffic to the more 
modern equipment being operated by airline A. Airline B recognizes that in 
order to hold its competitive position, it must put on equipment comparable to 
that operated by airline A. So, in 1955, it does so. 

It seems perfectly obvious that airline B should not be required to depreciate 
its new equipment at the same rate as airline A. The life of airline A’s equip- 
ment, for depreciation purposes, will expire in 1960, Airline B plans to re- 
equip in 1960 anyway. On the face of it, it would seem clearly reasonable to 
permit airline B to depreciate its equipment on a 5-year basis, rather than a 
7-year basis, even though the equipment is identical with that which airline A 
is depreciating over 7 years. The higher depreciation cost is a factor which 
airline B took into account at the time it decided that it had to put comparable 
equipment in operation in 1955 to avoid losing its competitive position. This, 
plus many other possible examples, demonstrates that this is no business for 
a formalistic approach to such problems. 

The Board already has authority to determine, for ratemaking purposes, 
whether the depreciation charges made by a carrier are consistent with economy 
and efficiency of management. The interest of the public as users of the car- 
rier’s service, therefore, is fully protected. To give the Board the additional 
authority to prescribe standard rates for all carriers could serve no useful pur- 
pose. It might, on the other hand—and we suspect it has in some other indus- 
tries—tend to discourage re-equipment. If, for example, the Board were to 
establish a depreciation life of 15 years for new model aircraft, it could very 
well have the effect of discouraging replacement of the fleet at more frequent 
intervals. 

The proposal should be rejected. 

Statutory limit on salaries —The Comptroller general also proposed that Con- 
gress establish a statutory maximum on the amount of salary that can be taken 
into account in determining subsidy needs. This proposal is completely unneces- 
sary and could, we believe, have unfortunate results. 

As in the case of depreciation, the Board already has authority, in determin- 
ing both rates and subsidy, to examine salary expenses in the light of the statu- 
tory standard of honest, economical, and efficient management. If the Board 
finds salaries to be excessive, it may disallow portions of them for ratemaking 
and subsidy purposes. Why, then, should Congress undertake to fix a flat maxi- 
mum, regardless of the individual circumstances? Rather obviously the salaries 
paid by a small local-service carrier are not always comparable to those which 
must be paid by an international carrier conducting operations in many different 
countries of the world. Whether the salaries are appropriate in each case is 
a question which can be determined only by looking at the individual companies, 
not by some hypothetical and arbitrary standard. 

To attempt to apply a fixed statutory standard in such cases could have unfor- 
tunate results. If the maximum were below the level which the large carrier 
has to pay in order to attract the kind of management talent which its opera- 
tions call for, the result would be, either to force it to operate with inferior 
management personnel, or to throw the additional expense of obtaining compe- 
tent personnel on the net earnings which should be reserved for the stockholders. 
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If the company adopted the former alternative and undertook to operate with 
second-rate management personnel, the Government would be as much the loser 
as anyone else. ‘The company’s progress toward self-sufficiency would be delayed 
and the company’s usefulness, both for commercial and national-defense pur 
poses, would be impaired If, on the other hand, the stockholders were forced 
to bear the additional cost of obtaining competent management personnel, a 
deterrent to future financing would have been created 

We can see no justification for substituting for the flexible and intelligent 
standard contained in the present law, a rigid and necessarily arbitrary standard 
such as that proposed by the Comptroller Genera] 

Government travel on United States-flag carriers —The Comptroller General 
has also recommended that the Civil Aeronautics Act be amended to incorporate 
a policy similar to that contained in the Merchant Marine Act. of 1936, which 
requires that personnel of the United States Government traveling on official 
business utilize, where possible, United States-flag carriers. 

The association is not in a position either to endorse or oppose this recom 
mendation, Whether the adoption of such a statutory provision would provoke 
retaliation by foreign governments, and whether the effect of the statute would 
be to produce a net increase or decrease in the traffic of the United States-flag 
carriers, are questions on which our member carriers are not in agreement 


D, Amendments proposed by the Department of Defense 


The Department of Defense has submitted a number of proposed amendments 
to the bills, which are set forth in detail in letters submitted to the committee. 
We understand that separate, but parallel, letters were submitted on each bill, 
but we shall refer to the letter from the Honorable Roger Lewis, Assistant Sec- 
retary of the Air Force, dated April 25, 1955, discussing S. 308, since that is the 
one which was furnished to us. The numbers used herein will correspond with 
those appearing in Mr. Lewis’ letter. 

1. Amendment of definition of “airport’.—The Department of Defense pro- 
poses to amend the definition of the term “airport” as it appears in the act to 
exclude military air bases and those portions of joint-use airports under the 
jurisdiction of a military department. It is said that this proposed amendment 
is made necessary by the provisions in the bill which would substitute for the 
term “air commerce” in the present act, the broader term “air navigation.” Mr. 
Lewis refers to a number of sections in the act in which this substitution would 
be made, most of which, however, have no substantive application to airports. 
But we recognize that at least in the case of section 610 (a) (5), the insertion 
of the broader term “air navigation” might create a problem with respect to the 
movement of aircraft on military airbases. For that reason we are inclined to 
agree that some clarification may be needed. 

The technique suggested by the Department of Defense for meeting the prob- 
lem appears to be appropriate, with one exception. While Mr. Lewis’ letter 
states that the proposal is carefully designed not to exclude joint-use airports, 
we are not sure that the language of the amendment as proposed would accom- 
plish that purpose. It is our understanding that, at least at times in the past, 
the military services have employed leases covering joint-use airports, under the 
terms of which the entire airport is leased to the military service, but specifying 
that with respect to some portions of the airport, its rights as lessee were exclu- 
sive, whereas with respect to other portions, its rights as lessee were not exclu- 
sive. If that type of arrangement were to be used in the future, there would be 
some basis for a claim by the military that it had jurisdiction, custody, or con- 
trol of the entire airport, even though its rights with respect to portions of it 
were not exclusive. In order to insure that the exclusion from the definition is 
limited to the situations intended, we believe that the word “exclusive” should 
be inserted ahead of the word “jurisdiction” in the draft amendment suggested 
in Mr, Lewis’ letter. 

2, Amendments to sections 301, 802, 303, 805, and 307. The problem to which 
the second paragraph of Mr. Lewis’ letter is addressed is not one which would 
be created by the bills, but is one which exists under the present act, if it 
exists at all. In general, what the Department of Defense asks is that the 
authority of the Administrator of Civil Aeronautics with respect to the crea- 
tion of a system of air navigation and air traffic control be limited to a civil 
system, in order, according to the letter, “to make it clear that the act does 
not intend to give a civil agency the statutory authority to interfere in purely 
military aviation matters.” This, we believe, is a wholly unwarranted pro- 
posal and one which could completely reverse the policy which both the Goy 
ernment and the industry have been endeavoring for years to carry out. All 
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efforts since the war have been directed to the development of a system 
navigation and traffic control which would be a Common system, designed 
meet the needs of both civil and military aviation. Vigorous efforts and 
rmous expenditures of time and money have been committed to that pro 
yr What the Department of Defense now seems to be proposing is that 
that obiective be abandoned and that the system to be created and adminis 
tered under the Civil Aeronautics Act be strictly a civil system, leaving to 
the military the freedom to proceed as they see fit within the limits of such 
authority and appropriations as they are able to obtain from the Congress. 

\s we pointed out at the conclusion of our earlier testimony before the sub 
committee. there have been signs that cracks were developing in the common 
systen There have been cases where, perhaps because of lack of appropria 

ons or for other reasons, the CAA has not provided facilities or personnel 
for traftic-control purposes and the military services have established their 

vu facilities or have provided the traffic control Rather than to permit 
uch cracks to widen into a complete separation of the civil and military air 
vation and traffic control systems—which seems to be the ultimate objec 
of the Defense Department proposal—we believe that steps should be 
n in the opposite direction and that the responsibility for providing a 
common civil-military system should be clearly fixed by statute. Although 
ur original testimony we indicated that we did not feel that we had a 
fliciently detailed knowledge of the facts to justify suggesting a specific solu- 
tion, we believe that the proposal of the Department of Defense has pointed 
up one part of the problem so sharply that it can and should be dealt with 
We should propose, therefore, that the responsibility for providing a common 
system of air navigation and traffic control be clearly assigned by statute to 
the Administrator of Civil Aeronautics. In order to accomplish that, we sug 
gest that section 302 (a) of the Civil Aeronautics Act be amended to read as 
follows: 

“The Administrator is authorized and directed to designate and establish such 
Federal airways as may be required in the public interest. The Administrator 
is authorized and directed, within the limits of available appropriations made by 
the Congress, to provide a common civil/military system of air navigation and 
traffic control (1) by acquiring, establishing, and improving air-navigation facil 
ities wherever necessary ; 


(2) by operating and maintaining such air-navigation 
facilities; 


(3) by arranging for publication of aeronautical maps and charts neces- 
sary for the safe and efficient movement of aircraft in air navigation utilizing the 
facilities and assistance of existing agencies of the Government so far as practi 
cable; and (4) by providing necessary regulations, procedures, facilities, and per 
sonnel for the air-traffic control service. In exercising the authority granted 
in this subsection, the Administrator shall give full consideration to the require- 
ments of national defense.” 

To accept the Department of Defense proposal on this point would be as un 
fortunate as to consider building a duplicate system of highways, one to be used 
by civilian vehicles, the other by military vehicles, and then, in addition, to pro- 
vide separate sets of rules to be observed by civil and military traffic at inter- 
sections. It would be hard to conceive of a more backward step, as far as avia 
tion safety is concerned. 

3. Amendment to section 16 of S. 308.—We see no objection to the suggested 
amendment to section 16 of S. 308, which would merely require the Secretary of 
Commerce to consider the views and recommendations of other Federal agencies in 
preparing a program for protection of the aerial approaches to airports. 

j. Amendment to section 24 Of S. 308.—The Department of Defense proposes 
to add a sentence to the new section 450 (e) which would have the effect of 
granting to every licensed air contractor authority to serve any department or 
agency of the United States Government “without regard to the geographical 
or other limitations” contained in its license. Thus, every contract carrier by air, 
which succeeded in obtaining a license to operate as such under the Civil Aero- 
nautics Act, would acquire under this proposal the additional statutory right to 

erve the United States Government, regardless of the restrictions upon its license 
to operate. 


We regard this proposal as clearly unwarranted. Service for the United States 


Government is a conspicuous example of the type of contract-carrier operation 
which might be authorized under the new air-contract-service title which would 


be added to the act under the bills. The number of carriers to be authorized to 


perform such service, the restrictions under which they would be authorized to 
erform such service, and the geographical areas in which they would be per 
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mitted to operate, are examples of the ty pes of regulatory questions which would 
be presented to the Board if the new 


contract-carrier title beeame law. This 
imendment, as Proposed by the Department of Defense. would throw that particu- 
lar market open to every contract carrier, regardless of the scope of his author- 
ization and regardless of any determ nation which the Board might make on the 
regulatory questions presented. Moreover. the effect of the additional] authority 
would be to convert many, if not all, contract carriers by air into common 
carriers, 

It is possible that in making the proposal, the 
ing only of times of 1 ational emergen, y. Under such circulistances, we recognize 
that many exceptions have to he made in the regulatory Setup and that the na- 
tional resources haye to be marshaled for use in meeting the emergency. It is 
because of the need f rT such special] consideration that so much time and effort 
have been devoted to the preparation of mobilization plans for the air transport 
industry. We can see no need for a special provision of this type, dealing with 
only one sroup of carriers by air, even if the Provision were to he amended so as 
to apply only in times of emergency. Problems of Wartime mobilization and 
Service should not be dealt with plecemeal by such Provisions as this. Again, 
however, it must be ¢ mphasized that the Proposal is not so limited, but purports 
to apply under peacetime, as well as Wartime, conditions, 

5. Amendment relating to class fied contracts. We should not have supposed 
that the amendment proposed by the Department of Defense was necessary to 
project the security status of classified contracts With air eontra tors If it is 
necessary, however, we can see no objection to it. 

6. Amendment to proposed new section 452 It is Proposed to add a new sub 
Section (e) to section 152 (relating to the filing of contracts and schedules of air 
contractors), consisting of two paragraphs. We do not understand, either what 
the purpose of the first paragraph is, or what its effect would be. It appears to 
be directed to a problem which eould be adequately handled under the last sen 
tence of section 452 (qd ), aS contained in the bills. 

The second paragraph of the Defense Department proposal, in our judgment, 
creates a great many more problems than it solves. The purpose stated in Mr. 
Lewis’ letter is “to insure that the Government will not be prohibited from 
renegotiating rates and charges contained in military contracts.” If the pro- 
Vision proposed by the Defense Department is intended to permit renegotiation 
of all rates charged for the handling of Government traffic, it is Clearly bad and 
should be rejected out of hand. If, on the other hand, it is intended to permit 
renegotiation only in certain types of cases and under certain circumstances, it 
does no more than to pose the problem : it does not settle it 

In connection with the question whether transportation rates on Government 
traffic should be Subject to renegotiation, it must be borne in mind that there are 
at least two genera! types of situations which should be considered Separately, 
One is the case where the Government traffic moves at tariff rates, which are 
Subject to regulation under the usual standards and according to the usual pro- 
cedures. In such a case, there is simply no justification for Suggesting that those 
rates should be subject to renegotiation when used by the Government. To per- 
mit renegotiation would create the very type of discrimination which the whole 
System of rate regulation was designed to avoid. 

The second type of case is the one Where the se 
under rates which are not published in tariffs and 
the usual regulatory controls. Contracts for Special services in emergency sit- 
uations might be an example of that type of case. In such cases, there may be 
Some justification for renegotiation, as in the case of general procurement con- 
tracts entered into w ith other than public-utility type industries. 

It must be remembered also that the two types of situations 
at opposite ends of the Spectrum, and that there will 
in between which resemble one or both in some 
others, 

We do not believe that this is the time. or that the Civil Aeronautics Act 
place, to attempt to dispose of the very complicated questions which can arise 
in connection with the possible renegotiation of contracts for air carriage. The 
Seneral question as to when contracts with the Government should be renegoti- 
able, and the more detailed questions as to what types of contracts should be 
renegotiable, have proved to be highly troublesome and have resulted in the enact 
ment of separate renegotiation acts, with humerous exemptions, sor 


me of which 
deal with contracts with public-utility-type concerns. We believe that prob- 


Department of Defense was think- 
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previously, it would be hard to conceive of any step which would be more dam 
aging to aviation safely. 

9. Amendment to section 1002 (h).—This proposal, as we understand it, is 
part of the proposal relating to renegotiation of contracts which was discussed 
tbove in connection with the second part of the amendment proposed in para 
graph 6. The comments made there are equally applicable to this amendmen 
BE. Amendments proposed by the Transport Workers Union 
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the course of the hearing. subject on which the record 
needs some correction. 


If. CORRECTION OF THI 


In his testimony before the subcommittee, Mr. Batrus, the representative of 
the Post Office Department, objected to the provision which appears in both 


8S. 308 and 8. 1119, which would require the Civil Aeronautics Board, in fixing 


the service rates for the carriage of mail in foreign air transportation, to take into 
consideration, among other factors, the rates paid by the United States to foreign 
air carriers for similar service—in other words, to take into consideration the 
rates fixed by the Universal Postal Union. Although the association is not taking 


any position on the merits of this particular question, we do believe that some of 
the assertions made by the Post Office Department representative on this sub 
j islending that the record should be set straight. 
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At the conclusion of his argument on this point, Mr. Batrus stated that if 
UPU rate of $1.91 per ton-mile “were applied to Civil Aeronautics Board | 
scribed rates which we pay our United States international air carriers, it we 
increase our payments to such air carriers fourfold, or by approximate!) 
million annually.” While this statement may possibly be technically accura 
it is highly misleading. The figure used in the statement includes an accumu 
tion of at least three separate errors, each of which results in an overstate! 
of the true effect of the provision by several millions of dollars. 

The first error is the apparent assumption that the UPU rate would be ap 
cable to the entire volume of United States mail carried by United States-fi 
carriers operating internationally That, of course, is not the case. The m 
carried by our international air carriers is comprised of three general class 
(1) International civil mail; (2) overseas civil mail (i. e., civil mail movir 
between the United States and its various possessions and territories) ; and 
military mail. It is our understanding that the UPU rate would be applical 
only to the international civil mail. While we do not have available industr 
wide figures on the proportion of each class of mail carried, one of our maj 
international carriers reported that of the total mail carried during 1954, o1 
38 percent of it was international civil mail, i. e., the class to which the UPI 
rate would be applicable. Nevertheless, the Post Office Department has appar 
ently applied the $1.91 rate to the other 62 percent of the mail as well. 

The second error contained in the post office figure is the assumption that the 
$1.91 rate would apply to all international civil mail, in spite of the fact that 
Mr. Batrus himself pointed out that the $1.91 rate applies only to letter mai 
whereas the UPU rate applicable to parcel post is 59 cents, and the rate appli 
cable to newspapers is 47 cents. According to the 1954 cost ascertainment 
report published by the Post Office Department, during the fiscal year 1954 
69.7 percent of international civil mail was letter mail to which the $1.91 rate 
would apply, 21.5 percent was parcel post and the remaining 8.8 percent was 
other articles. Nevertheless, it would appear that the figure used in the Post 
Office Department testimony is based on an application of the $1.91 rate to all 
three classes. 

The third error underlying the Post Office Department computation is the 
assumption that even though mail revenues increased, there would be no redu 
tion in subsidy. This, of course, is a complete fallacy. Again, to take the case 
of one of the major international carriers as an example, application of th 
UPU rates to its 1954 mail traffic would have the effect of increasing its service 
mail pay by about 50 percent. However, since the amount of subsidy received 
during the same period exceeded the amount in additional service pay which it 
would receive, the result would have been a reduction in its subsidy payments 
equivalent to the increase in its service pay. The next effect, therefore, would 
have been that the Government would pay exactly the same total amount to the 
earrier. (It is trne, of course, that if a carrier were not receiving sufficient 
subsidy to offset the increase in its service pay, there would be a net increase 
in the total payments of the Government to the carrier. ) 

These three errors have all been accumulated in the $97 million figure used 
in the Post Office Department testimony. Data on hand do not permit us to 
determine accurately the cumulative effect of the three errors. It is clear. how 
ever, fhat the $97 million figure is a gross overstatement of the effect of the 
provision in question. 


III. DRAFTS OF SUGGESTED AMENDMENTS 
Area certificates 

During the course of our testimony before the subcommittee. we suggested 
that section 401 (f) of the act be amended to make it perfectly clear that the 
Civil Aeronautics Board has authority to issue “area” certificates, and we indi 
cated that we had prepared a draft of amendments which we would be glad to 
make available to the committee. The amendments are as follows: 

Amend the first and last sentences of section 491 (f) to read as follows: 

“Each certificate issued under this section shall specify the terminal points and 
intermediate points, if any, between which, or the area or areas within or be- 
tween which, the air carrier is authorized to engage in air transportation, and 
the type and character of the service to be rendered: * * * 

“Any air carrier other than one whose certificate authorizes it to engage in air 
transportation only on a charter or special-service hasis, may make charter trips 
or perform any other special service, without regard to the points or areas named 
in its certificate, under regulations prescribed by the Board.” 
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elicopter amendment 


We also suggested during the course of our testimony before the subcommit- 
e that amendments shouid be made in section 20 of S. 1119 and 23 of S. 308 to 
ike it clear that the exemption presently held by the certificated heli opter op- 
itors would not be terminated automatically under these sections, but could 
nain in effect and be reconsidered by the Board at the time their certificates 
me up for renewal. That proposal can be accomplished by the following amend- 


t 


308, page 22, line 5, insert the words “or modify” after the word ‘“‘sup- 


119, the same amendment should be made on page 


SUPPLEMENTARY STATEMENT OF THE CIVIL AERONAUTICS BOARD 


In accordance with the permission granted it by Chairman Monroney during 


hearings on 8S. 308 and §S 9 the Board herewith submits its views and 

iments on the subsidy provisions of these two bills. More specifically these 

i s relate to the a ndiments proposed by both bills to section 406 of the 

vil Aeronautics Act. In the case of S. 308, this material begins on page 17; in 

e case of S. 119, on page 15. The Board has carefully considered the proposals 

1 all the implications contained erein, and as a result of such considera 

n now recommends against any change in the Civil Aeronautics Act to provide 

r subsidy by contract, notwithstanding its earlier general endorsement of this 

‘coach. However, the Board continues to endorse certain other changes which 

ese two bills contemplate in the existing act, which the Board believes can 

attained without changing the present form in which subsidy authorization 

s made—i. e., by rate order. Our reasons for these recommendations are set 
orth more fully below. 

ANALYSIS OF THE PROBLEM 


In order to understand the Board’s position in regard to this matter, we be- 
lieve it desirable to set forth briefly the Board's interpretation of the current sub- 
sidy provisions of the Civil Aeronautics Act. The essential characteristic of 
the present system is the statutory right of air carriers to receive subsidy, pro- 
vided that they are eligible for it through the holding of a certificate to carry 
mail and that they meet certain statutory standards administered by the Board 
n accordance with quasi-judicial procedures. While it is true that the Board 
has a considerable degree of discretion in determining who shall be eligible to 
receive subsidy in the first instance and in fixing from time to time the subsidy 
rates payable to eligible air carriers, this discretion is not unlimited and must 
be supported by findings of record. In other words the Board’s discretion not 
nly must be arbitrary, but on the contrary must reflect the factual situation— 
a determination that is subject to quasi-judicial procedures and court review. 

The Board believes that on the whole this system is working well, that the 
imount which this country has so far expended since the inception of the act 
for the development of an air transportation system has been many times re- 
paid by the air transportation network we have today. Subsidy costs on a unit 
basis have declined sharply in the last few years. Many of the carriers here- 
tofore subsidized are not now entitled to receive it because they are making 
money without its aid, and the prospects are good that this situation will con- 
tinue, 

Notwithstanding this progress, for the last several years there has been con- 
cern with the subsidy provisions of the act as originally written. Much of 
this concern was directed at the lack of separation between the compensatory 
and the subsidy elements in air carrier mail rates. In large part this concern 
has been met by the promulgation of Reorganization Plan No. 10 of 1953, which 
transferred the function of paying subsidy from the Postmaster General to the 
Board. As a corollary to this transfer of functions, it was obviously necessary 
to establish the standards for the separation of these two elements which was 
also done in Reorganization Plan 10. However, the Board believes a statutory 
separation is desirable and endorses this feature of both S. 308 and 8. 1119, 
for the reasons stated, and subject to the modifications set forth in our testi- 
mony at the hearing. 

There still remain objections in certain quarters to the method laid down 
in 1988 for subsidy determination by rates fixed in accordance with quasi- 
judicial standards. Certain advocates of the contract method of approach 
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I and for other reasons 
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he problem in its entirety In the ] 
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administrative cost considerations; ) cost-cutting incentive 
excess profits; and (e) e ity for subsidy. These differer 


} 


| be treated separately beloy 
SUBSIDY SHOULD B UB rO THE QUASI-JUDICIAL PROCESS 


The Board is strongly in favor of retaining the present approach to subsidy 
determination, fixed in accordance with quasi-judicial standards. The reasons 
for this view can be shortly stated. So long as it remains the Government 
policy to assist eligible air carriers by any form of direct Government subsidy 
that policy should be an effective one. Failure to support such carriers to the 
extent of their proved need under the subsidy standards of the Civil Aer 
nautics Act could easily do irreparable damage to such carriers. Bankers 
might well be less receptive to requests for loans, and what they would lend 
would be on less favorable terms than at present. Investors would be reluctant 
to buy their stock and manufacturers less eager to undertake equipment de 
velopment on their behalf. These results could occur not only to those carriers 


ive discretion, 
which are ntially subject to such withholding. The 
essentially unlike certain other types of Federal subsidy pri 
involve grants-in-aid such as for the construction of new airports 
new reads, or the erection of a new dam If the money is not 
the project may not be started, but no going concern is directly 

irdized by the failure to make the contribution. 
foard, in reading the provisions of S. 308 and S. 1119, has considerable 
in mind the actual administration of such provisions, whether the 
ipproach to subsidy determination would not in large part be 
ther bill, as introduced, specifically requires the Board to make 


air carrier concerned or to offer a contract to the carrier 


from wv ibsic vas actually withheld by administra 


is failure gives rise to the fear that although the Roard would 
the power to pay subsidy, there would he no correlative right on the part 


arrier to receive it If this interpretation is correct, it would mean in 


at the carrier would not be in a position to compel the payment of subsidy 

of his proved need, True, both bills make provision for notice and 

but in the ahsence of a stated rivht on the part of the carrier to receive 

a proceeding can be regarded as only a necessary preliminary to 

of the Roard’s power to pay or make a contract offer, and not a pro 

ing desiened to form a basis for court appeal by the carrier if an appropriate 
order—or contract offer—were not forthcoming 

Thns the Board helieves that the bills as originally introduced might he in 
terpreted as providing the form but not the substance of the quasi-judicial proe 
ess. We believe that such a result is not desirable. We think that both the sub 
sidyv standards as well as the suhsidy poliev of the Government should be laid 
down throngh substantive legislation of the Coneress, administered by the Board 
with all the protec tions of the anasi-judicial process, 

One of the amendments to S. 1119 proposed to he introduced by Senator Magnu 
son (bv request) on the surface preserves the form of a quasi-indicial hearing 
in the Roard. However, as the Board reads the proposed amendment. there ; 
two vital respects in which the proposal departs from a true quasi-indicial deter 

irst place, the subsidy administrator, whose office wonld be 
proposal, deals with subsidy in two ways (a) he determines the 


mail carriers to subsidy entitlement: and (b) he fixes the fair and 
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if subsic 7 4 »pauid. The yr of the subsidy rate 
nistrator is not a quas ! al ESS. Si » no notice and hearil are 


Hlowever, unde he pror alt carrier concerned may appeal to the 
ird, or the Board of vn motion may deci { ‘eview the case. Thus, the 
inestion of fairness at } 


eness of the rat Ss su ject to the quas judicial 


} 
process; but it is important to note that the question of basie eligibility for sub- 


sidy is not made expres reviewable, and this fact. together with the lack of 

ated standards for determining eligibility, creates serious doubts whether this 
natter is not intended to be left to the ex usive diseretion of the subsidy admin- 
strator. 

Moreover, under the system proposed in the amendments to S. 1119, the stand 
irds by which the rate is to be judged are d ‘rmined by the chairman of the 
Foard, apparently acting independently of the Board. Thus, with the subsidy 
idministrator entitled to determine eligibility, and with the Chairman of the 
Board entitled to enact the standards under which subsidy would be payable, a 
serious question is raised as to whether the Board would not be deprived of all 
functions in the subsidy fixing process other than fact-finding. As the Board 
stated in the presentation of its oral testimony, the Board believes very strongly 
that the best interests of the development of American aviation and the air trans- 
portation system require retention in the Board of full control over the subsidy 
process. 


BUDGETARY CONTROI 


One of the principal concerns with the present subsidy system voiced by 
proponents of the contract theory is the current lack of budgetary control. This 
lack comes about in considerable extent in two respects: First, the economic 
‘ondition of the country may change suddenly for the worse, resulting in a flood 
of applications from existing air carriers for additional subsidy payments. Under 
the law as now written, the Board might be required to grant increases in the 
subsidy. The second area in which lack of budgetary control is feared lies in 
the fact that the Civil Aeronautics Board, acting pursuant to section 401 of the 
act, might certificate a considerable number of new services which would require 
idditional subsidy support, without prior clearance either by the President or 

the Congress. In order to cure these two asserted lacks in the subsidy admin- 
istration picture, the proponents of budgetary control have turned to the contract 
method of administering subsidy, with the objective, among others, of placing 
the Congress in a position to fix an absolute ceiling on the amount for which 
the Board could obligate the Government. 

Technically, an absolute budgetarv ceiling is incompatible with a quasi 
judicial approach to the subsidy question. Obviously, if the subsidy needs of 
the carriers eligible to receive it are less than the total amount authorized 
for contract purposes, no question would arise. However, in the reverse situa 
tion, where the needs of the carriers may exceed the budgetary ceiling, some 
scaling down of subsidy payments would be necessary, and this without refer 
ence to any quasi-judicial standards. Under certain circumstances, such a cut- 
back in subsidy might well jeopardize the fmancial structure of the enterprises 
in which the Government has already invested substantial amounts to create, 
In fact, however, it is assumed that the Board would come to the Congress with 
supplemental requests for increased authorization to take care of any temporary 
difficulties. This is identical to what is the case at the present time, with the 
Board petitioning Congress for supplemental appropriations to meet subsidy 
rate orders. It is assumed that the reaction of the Congress would not vary 
materially under either system. The heart of the question is that if the Con 
gress considers there is a proved need for subsidy, it will appropriate money 
to the extent necessary to pay it under either system 

With respect to the possibility that the Board might, through the certification 
of whole classes of new services, impose unexpected subsidy obligations on the 
Government in large amounts, this is theoretically true. However, one of the 
considerations which the Board must take into account in certificating any new 
service is the cost to the Government of the new service. This is one of the 
essential elements of public convenience and necessity. Consequently, any flood 
of new subsidy obligations could result only by the Board grossly ignoring 
standards of the Civil Aeronautics Act under which it operates. The Board does 
not believe that the past history of steady reduction in unit subsidy costs justi- 
fies any such lack of confidence in the Board’s operations 
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Both S. 308 and g 1119 handle these problems under the Subsidy contract 
approach. The mac hinery utilized is a postaudit at the end of the contract term, 
under which the Government would be entitled to he credited With 50 percent of 
the net profits (in excess of a “fair return” in S. 308, of 10 percent in S. 1119) 
earned by the carrier during the life of the contract. The fact that the carrier is 
Permitted to retain half of the excess is und mbtedly designed as an incentive 
to cut costs, so that the new Subsidy contract could be at a lower rate. 

With respect to the profits through capital gains which might accrue to 
Carrier during the contact period, the two bills differ. In the case of S. 1119, 
the net profits are computed Without regard to capital gains and losses: cop. 
sequently, any such gain or loss does not come within the 50 percent provision 
Consequently, under S. 1119 al] capital gains would be retained by the carrier 
On the other hand, S. 308 provides that al] revenues accruing to the carrier dur 
ing the term of the contract Shall be added to the total payments received by it 
under the Provisions of the contract. In determining the amount subject to the 
50 percent Provision, the bil} further Provides that al] proper and reasonable 
charges and expenses shall be deducted from these payments, and the carrier 
entitled to a reasonable profit but w ithout regard to capital gains or losses, One 
half of the remainder is thereafter subject to recapture. Thus in S. 308, as well, 
no capital gain is Subject to recapture. 

The Genera] Accounting Office has recommended that the Government be 
credited to the extent of a hundred Dercent of all excess profits accruing during 
the contract period. If the Contract approach to subsidy administration is re- 
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tained by the committee, the Board would concur in this position, since it believes 
that while a subsidized carrier is entitled to a fair return on its investment, 
it is not entitled to excess profits. Although the 50 percent retention provision 
could provide some measure of incentive to reduce costs, the Board believes that 
there are other and perhaps stronger incentives to get off subsidy which would 
lead carriers to the same result. It should be noted that the Board's position in 
this regard is that capital gains accruing to a subsidized carrier during the term 
of the contract should be treated like any other revenue to the carrier, and if 
such a capital gain produces a profit in excess of a fair rate of return, to the 
extent it does so, it should be for the account of the Government 
If. however, the Board’s recommendation is followed—that the present quasi 
system of rate orders be maintained, the problem of excess profits be- 
eatly diminished because the Board has the power, the duty, and the 
n of opening a final subsidy rate whenever a carrier's accounts show any 
e of excessive profit. Consequently, while the Board believes that the 
provisions of the Civil Aeronautics Act should be amended to provi 
liting to the Government of excess profits made prior to the time 
sidy rate is reopened, whether the entire excess or merely 59 percen 
excess be for the Government’s account would not matter substantial 
more than a short period of time will elapse before the Board a 
Of course, as is the case at the present time, the total amount of an) 
profits accruing during the period between the opening of the rate and the date 
of the new Board rate order would continue to accrue to the Government. Con 
sequently, the Board would not recommend against the inclusion of the 50 percent 
excess profit retention provision in cases where final subsidy rates are reopened. 


ELIGIBILITY FOR SUBSIDY 


The present Civil Aeronautics Act provides, in effect, that only those car- 
riers which hold certificates authorizing the carriage of mail shall be entitled 
to subsidy payments. In part, this provision arose from historical accident. 
Prior to the enactment of the Civil Aeronautics Act carriers receiving Federal 
aid were those which held mail contracts with the Postmaster General. Other 
carriers were entitled to operate but without Federal aid. Secondly, an 
assured airmail service was desired, and the present mail rate formula was 
conceived by some as the necessary and minimum price for obtaining that 
service. Thirdly, if the primary purpose of the provision is regarded as a 
subsidy for the carriers’ commercial operations, carriers should be required to 
furnish a quid pro quo to the Government in the way of carriage of the mail 
without additional cost. 

With the passage of the years the historical reason for subsidizing only mail 
carriers has lost its significance. Moreover, with an assured mail service by 
air to all parts of the country the second reason has largely disappeared. With 
respect to the third category, it is undoubtedly true that in the main, Gov- 
ernment shipment of the mail should be accorded to subsidized carriers since 
no additional payment for the carriage of the mail should be made. How 
ever, the mandatory relationship between mail and subsidy reduces the flex 
ibility of the Postmaster General in shipping mail on nonsubsidized carriers. 
On the other hand national defense considerations have risen greatly in rela- 
tive importance, and it may well be that certain carriers who are not certificated 
to carry the mail may be required to be subsidized in the public interest for 
national defense reasons. 

Another aspect of the situation is that a carrier certificated to carry the 
mail remains eligible to receive subsidy irrespective of his need for it or irre- 
spective of the continued public convenience and necessity of the services he 
operates. The Board believes that subsidy is developmental in nature, and 
that once the carrier has passed beyond the developmental state, he should 
not remain eligible for subsidy. 

At the other end of the scale is the carrier whose routes were awarded either 
by “grandfather” certification or by early order of the Board Circumstances 
may arise when continued operation over some of these routes in whole or in 
part is no longer required in the public interest of the United States, and that 
further subsidy support is therefore not warranted. 

In the light of the foregoing, the Board believes that the present provisions 
in the Civil Aeronautics Act as to eligibitity for subsidy should be recast. 
Those carriers presently made eligible for subsidy by reason of holding mail 
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In resp of carriers no longer having any need for subsidy entitlement, the 
Board believes that ich provision would be unsound, and that the obligati 
t inue service should be in accordance with section 401 (k) of the exist 


CONCLUSIONS 














In conclusion, the Board recommends against the adoption of the contract 
theory of subsidy administration. However, the Board affirmatively supports 
changes in the provisions regarding eligibility for subsidy and recommends that 
he present Civil Aeronautics Act be amended so as to include these provisions 








fully indicated in the substantive discussion of this subject, 
the Board’s failure to recommend the contract solution stems from the fact that 
inherent in it is a departure from the quasi-judicial approach to subsidy determi 


nation If, however, the Congress believes that the subsidy contract method 
isa? e desirable form rather than the rate order as now utilized, the Board 
urge hat the provisions respecting the issuance of an offer be revised so as 


to provide that an offer reflecting a carrier’s proved need, established in accord 
th full quasi-judicial safeguards, be made expressly mandatory. More 
f the contract approach is to be adopted the Board would favor a pro 
making it clear that all excess profits made by a subsidized carrier are 
unt of the Government, rather than permitting a 50 percent reten 
pr under the prese! t bills 
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Tur g now to the proposals submitted by the Air Force on behalf of the 
Department of Defense in connection with its comment on 8S. 308 and S. 1119, 
{ e are certain general observations which should be made as to the safety 
aspects raised thereby From a safety standpoint, these proposals, in fact, are 

directed at either of the two bills under consideration but rather at the 
present act All of the alleged problems raised by the Air Force could arise 
in substantially the same degree under the present act whether or not amended 








her S. 308 or 8S. 1119. The Air Force does not propose 
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but rather would inject a completely new philosophy into 
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The underlying position is stated in the Air Force letter as follows: “The 
Department of Defense objects, basically, to any legislation which would give 
civil agency the statutory authority to regulate and control military flying.” 


Starting with this as their position, the military then suggest that they be 
exempted from all but certain air traffic rules, and would put complete dis 
cretis thin themselves to depart from these rules should they see fit. 

It should be noted that the military expresses concern about their peacetime 








operations—not operations in time of war or national emergency. No one 
questions the right and necessity for the military to operate in any manner 
necessary for the proper defense of the country at such times. Indeed pro- 
cedures { the Security Control of Air Traffic (SCAT plan) have already been 


worked out by the military and the CAA jointly. 
However, in everyday peacetime -flying, there is a compelling necessity that 
users Of the airspace operate aircraft in accordance with fixed and known 
rules Because of the speeds and flexibility of operations involved, these air 
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traffic rules must be uniform throughout the United States \ pilot from New 


England may fly to California and, in the space of 24 hours fly across a dozen 
or so States, on and off civil airways, and in the vicinity of score f civil and 
military airports. He may fly in proximity to scheduled airline a raft, irregu 
lar carrier aircraft. military aircraft of all descriptions, crop dusters, bu s 
aircraft, and private aircraft of all types. He must be able to rely at all times 


on other aircraft flying in accordance with the same air traffic rules as he is 
anv other situation would result in chaos. This was the reas f neg 
vhen it passed the original Civil Aeronautics Act in 1938, and with the tre 


mendous increase in traffic, it is even more valid today. 

The C Aeronautics Board is well aware of the fact that military training 
and operations may, from time to time, require deviations from the air trafli 
rule Accordingly, provision is made in the Board's civil air regulations 


ereby military aircraft may be exempted from the air traffic rules merely 
by the giving of notice to the Administrator of Civil aeronautics. There have 
een no difficulties caused by this provision, and none have been asserted by 
the military. The Board believes that in view of some 17 years of compatible 
operations, the military should be required to demonstrate compelling reasons 
for such a basic change as they now request. 

Should the military, as they now insist, be given the right to fly as they please 
without limit, an intolerable situation could exist. The case of Idlewild Airport 
in New York City points up such a situation. Approximately 8 miles to the west 
is Floyd Bennett Field, a naval air station. Some 12 miles to the northeast is 
Mitchel Field, an Air Force airfield. An airliner circling Idlewild Airport would 
certainly be in the vicinity of two military airports, around which aircraft 
might be flying in accordance with entirely different air traffic rules. It is not 
even certain that the rules applicable to Navy and Air Force installations would 
themselves be identical. The pilot flying into Idlewild Airport might have to 
be familiar with three different sets of air traffic rules in order to operate safely. 
A similar situation exists in the Washington area with Bolling Air Force Base, 
Naval Air Station, Anacostia, and Washington National Airport practically con 
tiguous. Multiply these instances by the number of other cases in the United 
States where military and civil airports are in close proximity and aviation 
safety decreases in proportion. 

Section 601 of the present act states that it isthe duty of the Board to “pro 
mote safety of Might in air commerce.” As indicated above, the philosophy of 
the Department of Defense’s approach would defeat this mandate by the Con 
gress. It is practically an axiom of aviation safety that control over air traffie 
rules be centralized in only one agency. Therefore, although the military are 
now given deviation authority by the Board’s regulations, the power to prevent 


abuse rests in the Board, thus insuring the necessary centralized control 

Although the philosophy discussed above appears to be the basis for all of the 
safety proposals contained in the Air Force letter, the Board believes that spe 
cific comment on the individual proposals will be of assistance to the committee, 

Paragraph 1.—The Department of Defense expresses concern that the pro 
posed legislation might be construed to give the Board authority to control oper- 
ations on military airports. To make clear that such result is not intended, it 
proposed to amend the definition of “airport.” The Poard concurs that opera 
tions on military airports should be in accordance with military rules only, but 
it does not concur with the proposed change in the definition of “airport.” The 
Board suggests, rather, that should the committee believe such an amendment 
warranted, that section 601 be clarified to indicate that the Board's rules for the 
operation of aircraft on airports shall not apply to operations on airports cus- 
tomarily used for military operations unless the Administrator finds that sub 
stantial civil operations are conducted at such airport. This would mean that 
at civil airports jointly used by military and civilian aircraft, civil rules would 
be made applicable, but at military airports, where civil users are transient or 
on a tenant basis, military rules would apply. It should be noted that the civil 
air traffic rules would continue to apply to aircraft operated in the vicinity of 
military airports because of the necessity for uniformity as set forth at lengt 
above. 

Paragraph 2.—The military proposes to limit the authority of the Adminis 
trator of Civil Aeronautics under title ITI of the act to civil air navigation facil 
ities. It appears to the Board that this might have an unintended and limiting 
effect on the Administrator and prevent him from considering military interest 
in planning for airports, airways, and air navigational facilities. Such a situ 
ation would effectively block any real common civil-military system of air navi 
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gatior In the absence of a strong and well-documented need for such a legisla 
tive cl ve. the Board believes that it would be unwise to make it. 

Para fhe proposed amendment of the Air Force which would pet 

r carrier to make special trips for Government agencies with 

t re | nitations In s basic authority seems to be unnecessary as wel] 

hle 

he Board h considered the needs of other Government agen 

tary, in all areas of air transportation, and the economic 

authorization granted the carriers on behalf of such agen 

mn the ansportation system. Any action similar 

I vould seem to be unduly restrictive up 
ion of the act. It appears that requirements by) 
( er! es for air 1 portation, if unique, can be handled ade 
( 16 

Pa ( [ woposal for withholding disclosure of military contract 

assificatior til release by the appropriate military agency 

P] Le ren na ce Howe ver, the Board recommends for « n 

cle following substitute nguage Hlowever, any such contract t¢ 

of Defense is a part) and which bears a sec urity classi 


blic by the Board until released by the Depart 


l osed (@) (1) The suggestion that charter or contract 
d for the Department of Defense in the event of a military 
sed by the Air Force without prior approval of the Board, 


implication that the Board is not capable of acting expedi 





circumstances Historically, this has not been true. This 

appears to be inconsistent with the program presently 

by ed by the appropriate civil and military agencies (the so-called 
CRAF p ) for precisely the type of requirement set forth by the Air Force 
her The proposed amendment would have the possible effect of curtailing 
the Board's participation in any such emergency program, and in the opinion 


the Board is unnecessary and undesirable. If the proposal is nevertheless 


favorably considered, it is recommended that the provision be amended t 
require that the military emergency referred to be declared by the President 
or the Secretary of Defense rather than by the Secretary of the Army, Navy, 
or Air Fores 

Paragraphs ¢ (e) (2)] and 9.—These suggested amendments propose modi 
fication of the rate regulation of contract carriers which would give the De 
partment of Defense emergency authority to arrange contracts without respect 
to tes filed with the Board, and reserve to the Department of Defense the 
right to renegotiate any contracts for military airlift and remove such con 
tracts from the suspension power of the Board. The difficulty we would see 
with these provisions is that they attempt to reconcile the idea of a regulated 
rate with a normal rate obtained by competitive bidding in the open market 


and, while retaining the color of Board authority, in effect would take a large 
part of the substance away and place it in the hands of the military. We be 
lieve that if the present coverage of military contract and charter by the Civil 
Aeronautics Act is to be retained, the amendments proposed by the Air Force 
are objectionable However, we would see no objection if the rates for con- 
tract and charter (contracts with air carriers) airlift for the Department of 
Defense or any other agency of the Government having renegotiation power 
were exempted completely from the provisions of the Civil Aeronautics Act. 
Presumably, the renegotiation power could be used to assure that the rates 
were reasonable, while the other basis for regulatory controls, namely, the 
need for avoiding discrimination, is not significant in the case of rates to the 
Government, since a preferential rate to the Government does not have an 
adverse competitive effect on other travelers or shippers. 

Paragraph 7.—EBach of the amendments proposed by this paragraph of the 
Air Force letter seeks an exemption of military aircraft, aircraft engines, 
propellers and appliances from the regulatory control of the Board under section 
601 (a) (1) 2), (3), (4), and (6) In the Board’s opinion, the present act 
provides ne authority in the Board over military aircraft and equipment 
than the military appears to fear in S. 308 and S. 1119. However, reference 
must be made to section 610 of the act to determine what are considered viola- 

ons of title VI An examination of that section reveals that in general one 

ist operate or serve in the capacity of an airman in connection with civil 
ift The Board has always been mindful of this limitation and has never 


/ 
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purported to set standards for the military except as to air traffic rules. The 
Joard believes that the proposed changes submitted by the Air Force are un 
necessary. 

Paragraph 8 (a).—The military here proposes that military personnel be au 
thorized to perform repairs on civil aircraft without regard for the civil air 
regulations. As a matter of fact, the military’s proposed language is s» broad 
that military personnel could serve in any airman capacity, except as a pilot-in 
command if it is in the performance of their official duties and whether or not 
an emergency is involved. In this connection, it should be pointed out that not 
every mechanic who works on a civil aircraft is required to hold a mechanic 


certificate. The act only requires those who are “directly in charge of the in 
spection, maintenance, overhaul, or repair” of such aircraft to hold certificates. 

It is interesting to note that the justification submitted by the military for this 
pro] | is based on the necessity for emergency repairs to expedite the move 
mt f aircraft. However, although the Board presently has the power to ex- 
‘ from certification requirements mechanics who serve as such outside the 
United States, the military has never requested such an exemption for its per- 
sounel. Within the United States no practical difficulty can arise by complying 


with the present provisions since certificated civilian personnel can be flown to 
any point within a matter of only 1 or 2 hours. In any event, no real problem 
is believed to exist since many military personnel obtain civilian mechanic cer- 
tificates while they are on active duty. It is believed that surveys will show 
th:t one or more properly certificated mechanis can be found at practically every 
existing Army, Navy, and Air Force airfield. The Board believes that the public 
is entitled to rely on the fact that civil aircraft are maintained by qualitied 
personnel in accordance with duly established civil standards. Under the Air 
Force’s proposal no such reliance would be possible. In this connection, the 
Board does not believe that military maintenance standards if consistently f 1 
lowed are necessarily inferior to civilian standards, but they are different. The 
danger lies in making repairs in accordance with military maintenance standards 
to an aircraft, built to civilian design standards and habitually maintained in ac- 
cordance wth civilian maintenance standards. 

Paragraph 8 (b).—The proposals of the military as contained in this paragraph 
have been dealt with at length in the Board’s general comments on the Air Force 
letter. It is believed that further comment here is unnecessary. 

In conclusion, the Board wishes to register its opposition to the changes dis- 
cussed above as proposed by the Air Force in paragraphs 1, 2, 4, 5 8 (a), 
8 (b), and 9 of its letter. 


, 0, i 


ADDITIONAL STATEMENTS ON CONTRACT CARRIER PROVISIONS OF 8S. 308 AND §S. 1119 


In the Board’s opinion, need for regulation of private carriers is basically lim- 
ited to two areas. First, cases where the form of contract carriage is ad opted 
to cover the substance of a common ¢carrier operation. The border line between 
common and contract carriage is a very indefinite one, and this legislation could 
be put to good purpose in requiring a well-defined line of demarcation between 
the two types of operations. Secondly, there is a need to protect the regulatory 
powers over the common carrier system. In certain areas, notably the field of 
military charter operation, common carriers and private carrier operations exist 
side by side, and the lack of regulatory power, particularly rate control, over 
contract operations jeopardizes the control over the common carriers. So long 
as these objectives are properly met, the Board sees no desirability in subject- 
ing private carriers to extensive governmental economic control, nor of limiting 
the right of entry to this field. Section 454 (b) (1) would grant the Board 
adequate authority to make exemption regulations, but 454 (b) (2) places a 
mandatory restriction on this power so far as exemption from the licensing re- 
quirement is concerned. The Board believes that no need has been demonstrated 
for restriction on the right of entry to the private carrier field which is implicit 
in the requirement of obtaining a license. The Board therefore believes that 
until such a need is shown, it should be permitted, under the standards of 
454 (b) (1), to exempt all air contractors from the licensing requirements of 
tithe IV-A. Accordingly, it is recommended that section 454 (b) (2) be struck 
from both bills. 
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ROCKER SNOW S TESTIMONY ON BEHALI Of THE NATIONA 
\SSOCIATION OF STATE AVIATION OFFICIALS 


izgested by M Snow of NASAO that all aircraft under 5,00( 


} not to be used in scheduled air commerce be eligible for exe 
i n ~ rexemp 
he requirements for type and airworthiness certification. The Board 
e authority in the Board to exempt such aircraft fron 
equirements of section 603 may be desirable. It should be 
er. that the ve ng of such authority in the Board would n 


to the Board to grant all or any exemption requests 
ve sufficiently broad to allow the Board to attach limit 
; 41, 


) sure that the fly-by ight I 
‘ annot endanger the publie with an unproven and uncer 
of tl roblem the advantages of the Chicago Convert 
~ must be borne in mind This co 
vit h ng hi orthi 
‘ | lid by the country of regist 
f fligt In the event that aircraft 
! fror he necessity of receiving a United States 
ther v be precluded from tak 
) f the convention which facilitates internatio 
\ ws objer ves may be re hed | 
’ ‘ ( rrul ip bie ft the certifi 





the Board would not obi 


iggested by Mr. Snow, it would prefer that no change 


here is a problem in connection with who mu 


raft, aircraft engines, propellers and appliances. Ther 
erstanding that | persons who perform work on aircraft or 
ye ertificated mechanics However, the act provides spe 
re directly in charge of the inspection, maintenance 

reraft and their parts need be certificated. The Board’s 


vision for simplified certification of airmen employed 


d r carriers to ease the burden on civil aviation in ger 
th S. 308 and S. 1119 would amend the definition of air 
e Board the authority in proper cases to exempt from the defini 
' in the empley of repair stations, manufacturers and air 
B 1 believes it th the furthest that Congress can go an 
the ranties of safety in air commerce that are required. There 
I posed to any blanket statutory exemption of a class of 
H a WITH RESPECT TO “PRIOR APPROVAL’ 

PR rma emorandum from the aviation counsel of the aviation subcom 
Board was requested to comment on certain testimony presented to 
rey v Mr. William Barclay Harding in connection with S. 308 and 

‘ 11% The specifi testimony referred to reads as follows: 

does t specifically say anything about prior approval. The law 
Board has to approve an acquisition but there is nothing in the law 
S that the Board has to approve the acquisition before the negotiations 

’ ‘ r before they are consummated. 
rl endency has been to interpret the law so technically that under present 
! i rrier which enters into a verbal agreement with another carrier 

d be accused of violating the law. 


That is ! e think this clarification is needed We do not feel that Con- 
gress intended the law to be interpreted the way the CAB is now interpreting it.” 





f 10S (a) of the provides in part that it “shall be unlawful unless 
approved by order of the Board” for one air carrier to acquire control of another 
lirearrier. Other provisions of this subsection extend the requirement of Board 
ppre 1 to sitions of control and merger situations involving air carriers 


e parties is a common carrier other than air carrier or is a 





ed in a phase of aeronautics otherwise than as an air carrier and to 
ense nd sales involving a substantial part of the properties of an air carrier 
oO! erson engaged in a phase of aeronautics. Section 408 (b) sets forth the 


ires to be followed in obtaining approval and the standards to govern 
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the Board in determining whether a particular acquisition should be approved 
Section 408 (e) empowers the Board to investigate possible violations of the see- 
tion and if a violation is found to exist to take action to require compliance with 
the provisions of the act. 

The Board has always interpreted the provisions of section 408 in accordance 
with what appears to it to be the normal and reasonable meaning of the specifie 
language and the overall statutory plan and has held that at such time as one 


earrier does in fact acquire control of another air carrier (whatever the 


a 
1 yy which that acquisition of control is accomplished), there takes place 
an it is prohibited and made unlawful by the section unless the transac 
tio rst been approved by the Board. This construction, however, hus never 
by sidered as preventing air carriers prior to Board approval from entering 
tiations looking toward mergers or acquisitions of control or of actu 
whing agreement that they will merge or that one will acquire ntrol 
her. On the contrary, in the numerous merge | juisitio 
that have been approved under section 408, the Board has norn heen 
ted with a valid and binding ontract bet Per ; ( cettiz ( h 
he numerous details of the proposed trat 
i that the contract shall be subject to t ) of [3 
il acg it 1 of control shall n i { Le day 
Phe bs i not only believes that the { | if ( 
lage of section 405 as if ww Stan l f it t ene 
‘ dvance approval Is « ntial to the ee | r out ¢ ‘ 1 ( 
‘ of section 408 Such an interpretation, while peri inv « ic oO 
negotiate and reach agreement on proposed mergers and acquisitions of control, 
) pl ng the Board in the position of having to consider the pu! interest 
considerations involved in the face of an accomplished act and of hay eto uncer 
ke the difficult task of trying to unravel a completed transaction sl ld the 
evidence indicate that the transaction fails to meet the substantive test e¢ 
ion 408 and should therefore be disapproved 
Due to time limitations this supplementary statement has not been cleared with 


the Rureau of the Budget 





